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     The Reserve Bank of India regularly brings out the Report on Currency and 
Finance, which was traditionally considered as a comprehensive source and record 
of economic developments. The structure of this Report has been re-oriented since 
1998-99 from just documenting the economic developments to a 'theme-based 
report'.  The theme-based Report offers the professional economists working in the 
Bank, an opportunity to work on relevant topic every year and make incisive 
analysis of the theme both in the global and the Indian context and come out with 
an analytical Report offering possible policy solutions to the issues examined. The 
dissemination of these Reports to a wider section of the user-community is an 
important exercise.  The Report pertaining to the period between 1935-36 and 
1998-99 are available only in printed form.  The Reports from 1999-2000 have 
been placed on the Reserve Bank's website.  In these days of widespread use of 
information technology, it is felt useful to bring out the Reports in a single DVD.  I 
hope this will be an invaluable collector's item among the policy makers and 
academia. 

     The digitization process of the Reports was undertaken by Shri Ashok Kapoor, 
Chief Archivist, Reserve Bank of India Archives and supported by the services of 
Smt. Sandhya  Dhavale, Assistant Librarian, under the guidance of Shri K.U.B. 
Rao, Adviser, Department of Economic Analysis and Policy and Shri Sandip 
Ghose, Principal and Chief General Manager, College of Agricultural Banking, 
Pune.  I place on record my deep appreciation of their efforts. 
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CHAPTER I 

REVIEW OF DEVELOPMENTS* 

Developments during 1995-96 

The major highlights of the economic 
developments during 1 995-96 were the continued 
high real GDP growth and the moderation in the 
inflation rate to a reasonable level. The quick 
estimates released by the Central Statistical 
Organisation (CSO) in January 1997 place the real 
GDP growth rate for 1994-95 at 7.2 per cent and 
for 1995-96 at 7.1 per cent. The impressive growth 
in 1995-96 emanated mainly from high growth in 
industrial and services sectors. In 1994-95, growth 
was widespread across all the sectors. 

During the year 1995-96, agricultural output 
suffered a severe setback, as evident from a 
negative growth rate of 0.4 per cent, in sharp 
contraat to a robust growth of around 5.0 per cent 
during 1994-95. The production of foodgrains 
declined to 185.0 million tonnes during 1995-96 
from the peak of 19 1.5 million tonnes in preceding 
year. On the other hand, the output of major 
commercial crops registered better performance. 
Oilseeds production was placed at a record 22.4 
million tonnes, compared with 21.3 million tonnes 
in 1994-95. Sugarcane output touched the highest 
e\,er record of 283.0 million tonnes while cotton 
output improved considerably to 13.1 million bales 
from I I .9 million bales in 1994-95. 

The industrial sector put up an impressive 
perfor~nance with a record growth of 11.6 per cent 
during 1995-96. A noteworthy feature was the 
broad-based composition of the growth. the 
improvement being witnessed in all the three major 
sectors.  T h e  acceleration was led by the 
'nianufacturing sector' with a significant growth 
rate of 13.0 per cent followed by the 'electricity' 
and 'mining and quarrying' sectors with growth 
rates of 5.2 per cent and 7.0 per cent, respectively. 
I n  terms of use-based classification, almost all the 
major groups. ~ , i : . .  basic goods, intermediate goods 

* The I-efercnce period of the Repol-t is the financial year. 
April-March. This  Chapter  provides l a t e s ~  data and 
informarion available upto the time of going to the Press 
and thel.eforc d~f fe rs  ~n the period coverage from the 
hubsequsn\ Chapters. 

and consumer durables registered accelerated 
growth rates with the exception of capital goods 
and consumer non-durables which witnessed a 
decelerated growth rate. 

The activity in both the primary and secondary 
segments of the capital market remained subdued 
during 1995-96. New capital issues by the non- 
Government public limited companies  and 
Government companies, public sector undertakings, 
banks and financial institutions at Rs.23,057 crore 
in aggregate showed a decline of 25.1 per cent over 
the year. The aggregate sanctions and disbursements 
of all-India financial institutions (net of inter- 
institutional f lows) at Rs .64, I  15 crore and 
Rs.36.3 12 crore. respectively, were higher by 12.0 
per cent and 13.9 per cent, respectively as compared 
with the previous year.The annual average of RBI 
Ordinary Share Price Index (Base:1980-81 = 100) 
at 11 89.6 during 1995-96 recorded a decline of 22.6 
per cent over the previous year. 

The fiscal scenario was one of continued strain 
on the Centre's finances as reflected in various 
deficit indicators. The Centre's revenue deficit was 
higher at Rs.33,33 1 crore than that of Rs.3 1,029 
crore in 1994-95 while the budget deficit, as per 
the records of the Reserve Bank of India, widened 
to Rs.9,934 crore from Rs.946 crore in 1994-95. 
With the sharp rise in both the revenue deficit and 
budget deficit, the monetised deficit, as measured 
by net RBI credit to the Centre, shot up to 
Rs.15,572 crore, on a fortnightly average basis 
during 1995-96, in sharp contrast to a decline to 
Rs.550 crore in 1994-95. The substantial increase 
in all the three deficit indicators was also reflected 
in the Centre's gross fiscal deficit which rose to 
Rs.64,010 crore from Rs.57.704 crore in  1994-95. 
As proportion to GDP, the budget deficit as well 
as the ~nonetised deficit widened even as the 
revenue deficit and the fiscal deficit came down 
during the year. The budget deficit increased from 
0.10 per cent in 1994-95 to 0.70 per cent of GDP 
in 1995-96, while the monetised deficit rose sharply 
from 0.23 per cent to 1.83 per cent of GDP during 
the same period. On the other hand, the revenue 
deficit declined from 3.28 per cent in 1994-95 to 
3.07 per cent of GDP in 1995-96 while the gross 
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fiscal deficit came down from 6.10 per cent to 5.90 
per cent of GDP during the same period. 

Monetary expansion (M,) was substantially 
lower at 13.2 per cent as compared with that of 
22.3 per cent in 1994-95, and the average of about 
17.0 per cent in the last 10 years. However. the 
lower growth in M, during 1995-96 should be 
viewed with caution since i t  was distorted on 
account of the unusually high base of March 31, 
1 995. 

Monetary policy actions during 1995-96 helped 
to facilitatr output growth alon,o with price stability. 
The Cash Reserve Ratio (CRR) to be maintained 
by hcheduled colnmercial banks (excluding regional 
rural banks) was reduced in the context of the high 
deliland for bank credit and relative slowdown in 
deposit growth. The CRR reduction was in two 
stages. i n  November and December 1995. each by 
one half of one percentage point bringing i t  down 
from 15 per cent to 14 per cent. There was also 
reduction in CRR prescriptions in respect of non- 
resident deposit schelnes. These measures had the 
effect of augmenting the lendable resources of 
hanks to the tune of Rs.7.525 crore during the year. 

Durins 1995-96, there was a deceleration in 
_growth rate of aggregate deposits of scheduled 
commercial banks to 12.1 per cent from 22.8 per 
cent in 1994-95. mainly emanating from a sharp 
s l o w d o ~ ~ n  in rate of growth of demand deposits to 
4.8 per cent from 35.9 per cent in the previous 
year. The growth in bank credit, though lower at 
20.1 per cent as compared with that of 28.7 pcr 
cent i l l  the previous year, was quite substantial. The 
growth in non-food credit at 22.5 per cent was 
impressive even i n  comparison with the growth in 
industrial production. This order of increase in bank 
credit was made possible despite a much lower 
growth in  deposits because of reduction in CRR. 
The incremental non-food credit-deposit ratio was 
as h i ~ h  as 95.7 per cent. Investments in Government 
securities increased by 12.4 per cent as compared 
with that of 16.3 per cent in the previous year. 

The decline i n  the inflation rate during the 
year was sharp, particularly so in  the context of 
the double digit infl;iriori recorded in the previous 
two years. As measured by the Wholesale Price 
Index (WPI),  the inflation rate. on a point-to-point 
basis. came down to 5.0 per- cent from 10.4 per 
cent i n  1 0 1 - 9 5 .  O n  an average basis too. the 

inflation rate came down to 7.8 per cent in 1995- 
96 from 10.9 per cent in 1994-95. 

The external sector developments during 1995- 
96 were marked by robust export performance for 
the third year in succession with a growth rate of 
20.9 per cent on top of 18.4 per cent growth in 
1994-95. The growth in imports. on BOP basis, at 
30.1 per cent was also higher than that of 27.0 per 
cent in the previous year, essentially reflecting the 
acceleration in industrial growth. With buoyant 
invisible receipts (especially private transfers), 
current account deficit was placed at US $ 5,434 
million or 1.7 per cent of GDP. As capital inflows 
fell short of the financing requirements, the foreign 
exchange reserves declined during the year by US 
$ 2.919 million. The foreign currency assets of the 
Reserve Bank as at end-March 1996 stood at a little 
over US $ 17 billion, equivalent to about five 
months of imports. 

The exchange rate of the rupee vis-a-vis the 
US dollar came under pressure in  August 1995 after 
remaining stable since March 1993, during which 
period the real effective exchange rate of the rupee 
appreciated by 11.2 per cent. The normal leads and 
lags in receipts and payments were exacerbated by 
speculative forces and the rupee depreciated in 
September and October 1995. The Reserve Bank's 
intervention in  the spot and forward segments along 
with other measures to strengthen the foreign 
exchange market helped to restore the exchange rate 
stability.The rupee came under renewed pressure 
in February 1996 touching a low of Rs.37.95 per 
US dollar i n  terms of FEDAI indicative rates on 
February 6 ,  1996. The  rupee strengthened 
subsequently in the wake of further measures 
undertaken by the Reserve Bank and ended the year 
at Rs.34.35 per US dollar. Nevertheless. over the 
three-year period between March 1993 and March 
1996, the real effective exchange rate of the rupee 
appreciated by 4.7 per cent. 

Developments during 1996-97 

For the ninth year in succession, the country 
received normal rainfall during the South-West 
monsoon season 1996 (June-September). The 
rainfall was excess to normal in 32 meteorological 
sub-divisions and i t  was deficient in the remaining 
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3 sub-divisions. In the wake of timely arrival of end of November 1996 - about 9.5 million tonnes 
the monsoon coupled with its favourable temporal lower than the stocks of 29.89 million tonnes at 
and spatial distribution across the country, the klzarif the corresponding point of time last year. 
foodgrains output at 103.2 million tonnes is poised 
not only to recover the lost ground during 1995-96 
but also to surpass the previous peak achieved in Indi~srly 

1992-93. The outturn of ~harz'f'harvest would have 
been still larger but for the extensive damage caused 
by severe floods and cyclonic storm in Coastal and 
Rayalaseema regions of Andhra Pradesh in October- 
November 1996, and near-drought situation in 
Orissa. the two important rice growing States which 
together account for nearly one-fifth of the total 
rice production in a normal year. As compared to 
last year, the ruOi output during 1996-97 is 
estimated to be only marginally higher at 88.0 
million tonnes, reflecting the inhibitory influence 
of dry spells and frost in Northern States in winter 
months, lower than the normal crop acreage, and 
other serious constraints concerning the availability 
of key farm inputs. The aggregate output of 
foodgrains, both khul-if and rabi, at 19 1.2 million 
tonnes during 1996-97 would thus be roughly 6 
million tonnes higher than that in 1995-96. As 
regards the non-food crops, the output of sugarcane 
is likely to decline to 273.5 million tonnes during 
1996-97 from the record level of 283.0 million 
tonnes in 1995-96. On the other hand, cotton 
production is estimated to be 14.3 million bales in 
1996-97, higher than 13.1 million bales in 1995- 
96. Jute and mesta production is also likely to rise, 
ulbeir modestly, to 9.2 million bales in 1996-97 
from 8.9 million bales in the previous year. The 
production of oilseeds is likely to reach a peak of 
24.1 million tonnes during 1996-97 as against 22.4 
million tonnes in 1995-96. 

The procurement of wheat during the 1996- 
97 marketing season. upto January 20, 1997, at 8.18 
million tonnes was significantly lower than 12.33 
n~illion tonnes in the corresponding period of the 
previous year. The procurement of rice during the 
kharif marketing season 1996-97 upto January 20, 
1997, was, however, higher at 7.79 million tonnes, 
compared with 6 .12 million tonnes in the 
comparable period of the previous year. During the 
period April-November 1996, the combined off-take 
of wheat and rice at 16.19 million tonnes was 
considerably higher than 13.89 million tonnes in 
the corresponding period of the preceding year. The 
sluggish procurement coupled with increased off- 
take has resulted in  considerable depletion of food 
stocks: these stood at 20.36 million tonnes at the 

The excellent performance of the industrial 
sector during 1995-96 could not be sustained in 
the current financial year so far and according to 
the latest estimates of index of industrial production 
(IIP) available for the period April-September 1996, 
industrial production registered a lower growth of 
9.8 per cent as compared with that of 12.1 per cent 
in the corresponding period of the previous year. 
The deceleration in the overall industrial growth 
was brought about by the 'mining and quarrying' 
and 'electricity generation' sectors which registered 
abysmally low growth rates of 0.5 per cent and 2.8 
per cent, respectively, as compared with the double 
digit growth rates of 11.2 per cent and 10.9 per 
cent, respectively, during the corresponding period 
of the previous year. The 'manufacturing' sector, 
which has a weightage of 77.1 per cent in IIP, 
however, registered a growth rate of 12.4 per cent, 
only fractionally lower than that of 12.5 per cent 
recorded in the corresponding period of the previous 
year. In terms of use-based classification, while 
capital goods and intermediate goods registered 
accelerated growth rates, basic goods and consumer 
goods segments witnessed deceleration. The growth 
rate in respect of major infrastructure industries 
comprising electricity, coal, saleable steel, cement, 
petroleum crude and petroleum refinery products 
registered a substantially lower growth rate of 3.3 
per cent during April-December 1996 than that of 
8.8 per cent in the corresponding period of the 
previous year. 

Capital Marker 

During the first nine months of the current 
financial year (April-December 1996), the primary 
segment of the capital market witnessed subdued 
condit ions and new capital issues by the 
Government companies (including PSU bonds), 
banks and financial institutions (in the public sector) 
and non-Government public limited companies 
aggregated Rs. 1 1,5 16 crore (provisional), which was 
lower by 22.8 per cent than those during the 
corresponding period of 1995-96. The new issues 
by banks and financial institutions were higher at 
Rs.2,230 crore in April-December 1996 as 
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compared w ~ t h  Rs.2,184 crore during April- 
December 1995. The new capital issues by the non- 
Government public limited companies (private 
corporate sector) at Rs.8,810 crore were lower by 
23.5 per cent than those during the corresponding 
period of 1995-96. Private placements, however, 
seem to have Increased sharply, and from all 
indicat~ons. would be around Rs.9,000 crore in the 
first nine months of 1996-97. 

The secondary segment of the capital market 
displayed a mixed trend during April-December 
1996 as the buoyancy in the first quarter gave way 
to subdued conditions in the subsequent period. 
While the upbeat mood in the first quarter was 
aided by the proposals in the Union Budget for 
1996-97 and encouraging corporate results for the 
year 1995-96, the subsequent weak market 
sentiments were caused by the lack of adequate 
buying support from both the domestic and foreign 
institutional investors. The monthly average of RBI 
Index of Ordinary Share Prices (Base: 1980-81=100) 
which stood at 1146.5 in March 1996 moved up to 
1330.2 i n  June 1996, but declined thereafter to 
957.4 in December 1996, (provisional) recording a 
sharp decline of 16.5 per cent during the period 
April-December 1996. 

The sanctions and disbursements by the all- 
India financial institutions during the period April- 
December 1996, according to available provisional 
data. showed a divergent trend: sanctions at 
Rs.34.458 crore declined by 26.3 per cent, while 
disbursements at Rs.26,813 crore registered an 
increase of 15.6 per cent. 

During the current financial year, the budget 
deficit and ~nonetised deficit remained high up to 
the middle of August 1996, but the rise i n  these 
deficit indicators was contained thereafter. At end- 
December 1996. the budget deficit amounted to 
Rs.6,839 crore while the monetised deficit was 
placed ;it Rs.3.735 crore as compared with the 
It.\.el$ of Rs.7.064 crore and Rs. 1 1,099 crore, 
I-especti\ely at the same time of the previous year. 
As on Janux-y 24. 1997, budget deficit stood at 
Rs.13.755 crore and net RBI credit was placed at 
Rs.6.020 crore. Net issue of ad 11ocs stood at 
Rs. 1.685 crore as on Januarj. 24, 1997. 

During the current fiscal year up to January 
17, 1997, the Central Government borrowed a gross 
amount of Rs.33,812 crore (Rs.24,177 crore net) 
through normal market borrowing and other 
medium and long term instruments including 364- 
day Treasury bills. At this level, the Central 
Government has mobilised in the current fiscal year 
so far, about 96 per cent of the gross market 
borrowings envisaged for 1996-97 (Rs.35,294 crore). 
This order of mobilisation was rendered possible 
by relatively comfortable liquidity conditions 
prevailing in the economy. During the current fiscal 
year up to January 17,1997, the net amount 
mobilised under normal market borrowing 
programme was Rs.3,025 crore (after taking into 
account the repayment of Rs.975 crore from the 
gross borrowings of Rs.4,000 crore). The net 
amount mobilised through medium and long term 
instruments including 364-day Treasury bills stood 
at Rs.21,152 crore representing 97 per cent of the 
relevant budget estimates (Rs.21,798 crore). The 
devolvement on the Reserve Bank amounted to 
Rs.3,697.8 crore (13.7 per cent) while the amount 
absorbed by the Primary Dealers (PDs) was 
Rs.357.02 crore (1.3 per cent). 

The State Governments entered the market 
thrice during the current financial year, in May and 
August 1996 for a notified amount of Rs.1,500 crore 
each and again in January 1997 for a notified 
amount of about Rs.1,609 crore. All the tranches 
were oversubscribed with the total amount 
mobilised placed at Rs.6,535 crore. 

In the current financial year, the yields on 
Government securities have come down in relation 
to all maturities. The decline has been particularly 
sharp for shorter maturities. The yield rate on 91-day 
auction Treasury bills as on February I ,  1997 stood 
at 7.50 per cent as against 12.97 per cent a year 
earlier. Similarly the yield rate on 364-day Treasury 
bills stood at 10.10 per cent as on January 31, 1997 
as compared with 13.12 per cent a year earlier. The 
decline i n  3 year, 5 year and 10 year maturities has 
been in  the range of 25 to 30 basis points. 

The monetary expansion has been higher 
during the current f~nancial year so far (up to 
Janu'lry 17, 1997),  with broad money ( M . )  
increa5ing by 10.6 per cent as compared with an 
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espanslon of 8.2 per cent in the corre\ponding 
period of the preiious year, largely on account of 
ttrong growth i n  time depo\it\. 

The ilverage C R R  was first reduced by one 
percentage point to I3 per cent in two phases of 0.5 
percentage point each. effective April 27 and May 
1 1 ,  1996 ap;\rL from reduction in CRR on NRE 
deposits to zero and rationalisation of export credit 
refinance limit. The release of resources on account 
of' these policy measures amounted to Rs.5,200 
crore. Agirin,the alerage CRR was reduced from 
13.0 per cent to 12.0 per cent effective July 6, 1996 
which helped release Rs.3.100 crore to the banking 
s1,stcm. This was followed by a further reduction in 
CRR by 2.0 percentage points ill four phases of 0.5 
percentage point each effective fortnights beginning 
October 26. 1996. No\.ember 9. 1996. January 4. 
1997 and January 18.1997 which had the effect of 
release of resources to the tune of about Rs.8,550 
crore. 

An analysis of the sources of change i n  M; 
\bowed that net bunk credit to Government 
continued to record a strong rise - increasing by 
Rs.29.461 crore during the current financial year so 
far  (up to January 17. 1997), as compared with that 
of Rs. 28.229 crore in the corresponding period of 
the p r e ~ i o u s  year. During the same period. the 
banking sector's net foreign exchange assets also 
increased substantially by Rs. 1 1,482 crore as against 
a decline of Rs.458 crore in the previous year. 
During the current financial year so far, bank credit 
to the commercial sector has increased by a lower 
magnitude of Rs.17.974 crore as compared with the 
rise of Rs.33.963 crore during the corresponding 
period of 1995-96. It is noteworthy, however, that 
bank credit to the commercial sector which had 
declined by Rs.3.732 crore between March 31 and 
September 13. 1996. has picked up since then, 
recording a rise of Rs.21.696 crore during the 
subsequent period upto January 17. 1997. Reserve 
money declined by 2.5 per cent during the current 
year so far (upto January 24, 1997) as against a rise 
of 8.4 per cent in the comparable period of 1995- 
96. the decline being l~~rgely reflective of reliltively 
eilsy liquidity conditions resulting from substantial 
reductions in the Cash Reserve Ratio (CRR). The 
lo\vering of reserve requirements coupled with the 
sharp accretion to time deposits pushed up the 
aierage broad money multiplier from 3.10 as on 
March 3 1. 1996 to 3.53 as on January 17, 1997. 

During the current financial year so far (up to 
January 17. 1997) aggregate deposits of scheduled 
commercial banks increased substantially by 
Rs.1 1,726 crore or 9.6 per cent as compared with a 
rise of Rs.20.803 crore or 5.4 per cent in the 
corresponding period of the previous year. While 
there has been a strong growth in time deposits 
(Rs.44,378 crore or 12.6 per cent) as compared to 
the previous year (Rs.3 1.035 crore or 10.0 per cent). 
demand deposits declined by Rs.2.653 crore which 
was sharply lower than the decline of Rs.10,232 
crot-e in the previous year. Notwithstanding the sharp 
increase in aggregate deposits. bank credit expanded 
by Rs. 1 1,5 1 1 crore in contrast to the substantial 
increase of Rs. 29,489 crore in the comparable 
period of the previous year. Non-food credit 
registered a modest increase of Rs. 12.600 crore or 
5.2 per cent as compared with a sharp rise of 
Rs.30.341 crore or 15.2 per cent in the comparable 
period of 1995-96. Banks'  investments in 
Government securities increased significantly by 
Rs.23.758 crore or 18.0 per cent as compared with 
the increase of Rs. 12.526 crore or 10.6 per cent 
during the corresponding period of the previous year. 

With the substantial augmentation of lendable 
resources of banks through successive reductions 
in CRR, comn~ercial banks have responded with 
cuts in their prime lending rates (PLR) by 150 to 
200 basis points; some banks have even started 
charging a lower PLR for loans as compared with 
cash credit limits. The maximum spread over PLR 
of most banks is currently in the range of 3.5 to 
4.0 percentage points. With increased liquidity on 
account of CRR cuts, there is considerable pressure 
on banks to reduce interest rates further. 

The  inflation rate as measured by the 
variations in the Wholesale Price Index (WPI) was 
placed at 7.0 per cent, on a point-to-point basis, 
since the beginning of the current financial year 
(up to January 18, 1997), as compared with that of 
4.5 per cent in the corresponding period of 1995- 
96. The indices of all the three major groups, viz., 
'Primary Articles' ,  'Fuel, Power, Light and 
Lubricants' and 'Manufactured Products' increased 
but the sharper increases, given the weights. were 
in primary articles. As a result, the Consumer Price 
Index for Industrial Workers (CPI-IW) continued 
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to drif't up\+ ard. The CPI-IW increased by 9.4 per 
cent betisjeen hl~irch 1996 and Novembes 1996. as 
compared \+.~th the increase of 9.6 per cent during 
rht. cc)sl-e5ponding period of the pre\~ious year. 

Accosdiny to provisional data. exports in  dollar 
rer.rll.5 d r  L'S S 24.205 inillion I-ow by only 6.4 per 
ccnt du1-in2 thc l ' i r \ t  nine months of the current 
financ~iil !'ear t April-Dccember 1996) as cornpared 
\ v i t h  a \ub\tanti:~l rise of 24.2 per cent during the 
col-rrspondin_r pesiod of the pre\ ious year. However, 
i n  SDR terlns. exports increased by I?. 1 per c x n t  
asdin51 the si\e vf 17.5 per cent i n  the corresponding 
period o f  1995-96. The slowdown in  exports is partly 
~rrrribured to general sluggishness i n  ~vorld trade and 
p;~r.tl! retlecri\ e of rhc f ; ~ l l  in prices of tradeables. The 
~rnlx>~-t ?so\\ th duriny the fircr nine months of 1996- 
97 >l;~cl\enccl to 4.4 per cent in  dollar terms ( 10.0 per 
cent i l l  SDR tr1.111~) fro111 29.3 per cent (22.4 per cent 
in  SDR resnls) recorded in the corre\ponding per-iod 
of thc pre\,ious year. The slowdown in imports 
cn1;innted r n ~ i i n l ~  from non-nil imports which 
~ I e ~ l i n e d  b! 4 .2  pel. cent.  \i.hile POL iniports 
:~cc~elcrared sharply by 4 1.4 per cent in dollar terms. 
111  SDR term\.  however. non-oil i~npor t s  rose 
modestly by 0.7 per cent compared n.ith 24.9 per cent 
i n  the f i r \ [  nine months of 1995-96. As a combined 
result. the tsade deficit durins April-December 1996 
was perceptibly lower at US $ 3.248 millio~i (SDR 
2.144 million) than that of US 5 3.535  nill lion (SDR 
2.3 IS million) durinz the first nine months of 1995- 
06. In clollar resms. exports financed 88.2 per cent of 
itn~'ort.s dul.ing the period under re\ iew; this ratio was 
86.6 per cent and 90.1 per cent during the con~parable 
periods of 1995-96 and 1994-95. respectively. 

Balance of payments de\,elopments during 
1996-97 continur to reflect signs of sustainability 
i n  the external sector. During 1996-97 (LIP to 
November IYC)6). foreign direct investment and 
portfolio iniest~nent flows have been placed higher 
a t  US S 1.456 million and US S 2.190 million, 
respecri\,el)' as compared with US S 1,352 million 
ancl US  S 995 million. respectively, in the 
corrcspondin~ period of 1995-96. Furthermore, 
accretion5 to non-resident deposits during April- 
Nove~nber 1996 amounted to US $ 2,885 million 
as compared with US $ 653 million during April- 
No\,ember 1995. 

India's foreign exchanse reserIZes (comprising 
foreign currency assets of the Reserve Rank, gold 

held by the Reserve Bank. and SDR balances of 
the Government) increased during the current 
financial year so fur (up to January 31,1997) by 
US $ 2.286 million to US $ 23.973 million. Foreign 
currency assets increased by US S 2.804 million 
during this period after meeting the obligations to 
the IMF and withdra\val of deposits under the 
FCNRA scheme. 

The exchange rate of the rupee remained 
broudly stable during the first rlirie months of the 
current financial year ( April-December 1996) 
moving within the range of Rs.31. I3 per US dollat. 
and Rs.35.94 pcr 1JS dollar i n  terms of FEDAI 
indicative rates. The for\vard premia registered 21 

sharp decline during this period: the three- non nth 
and six-month f o r ~ ~ a r d  premi;~ came down from 
27.06 per cent 2nd 23.43 per cent. respectively in 
March 1996 to 7.56 per cent :~nd 7.73 per cent. 
respecti\,ely, i n  Decembel- 1996. 

Outlook for the Full year 1996-97 

The prospects for the financial year 1996-97 as 
a whole appear to be favourable for sustaining the 
grolvth rnonlentuln wit~lessed i n  the recent years. 
Fairly good rainfall in  most regions of the country 
has brightened the prospects of a much higher level 
of agricultural production thi\  year. Further. 
improvement i n  the reservoir levels augurs well for 
a ctep-up i n  hydel power generation. With regard to 
industrial production, manufacturing sector and 
capital goods segment in particular, has recorded an 
impressive perfor~nance. These factors point to the 
feasibility of the real GDP growth during 1996-97 to 
be around 6.8 per cent as forecast by the CSO. The 
external payments situation remilins under control. 
The current account deficit is expected to be lower 
than 2 per cent of GDP as was originally envisaged. 
The foreign currency assets of the RBI remain 
comfortable at around US$ 19.8 billion now. 

Economic developments during 1996-97 have 
however, raised certain concerns. These relate to 
slowdown in industrial growth. high interest rates 
both nominal and real and decline in export growth 
rate. For economic growth to be sustained at a rate 
of 7.0 per cent. there is an imperative need to raise 
further the Saving rate even though the latest 
national income data do show 3 pick up in the 
saving rate. A better alignment between desired 
invest~nent rate and domestic saving rate as well 
as maintenance of intlation rate at  a reasonably low 
level will help to bring down the interest rate in a 
sustained way. 



CHAPTER I1 

NATIONAL INCOME, SAVING AND INVESTMENT* 

The Indian economic performance recorded that of the household sector rose from 18.5 per 
a further improvement during 1995-96. Real GDP, cent to 19.2 per cent. Consequently, the overall 
at factor cost, is estimated to have gone up by rate of Gross Domestic Savings (GDS) rose from 
6.6 per cent over and above the growth of 6.3 22.7 per cent in 1993-94 to 24.9 per cent in 1994- 
per cent registered in 1994-95. 'Agriculture and 95, the highest annual saving rate recorded so far.' 
allied activities' recorded a decelerated growth of 
0.9 per Cent in 1995-96 as against 4.9 per Cent in a, Trends in National product 
1994-95 while the 'industrial sector' registered 
an accelerated growth of 12.3 per cent as against Pe$omance during 1995-96 

8.5 per cent in 1994-95. Services (including According to the revised (second quarterly 
construction) also experienced a higher growth update) estimates, the Gross Domestic Product 
rate of 7.0 per cent in 1995-96 from 6.1 per cent (GDp) at factor cost for 1995-96, at 1980-81 
in 1994-95. prices, was estimated at Rs.2,67,461 crore 

While the saving estimates for the year 1995- 
96 are not yet available, the available information 
about household financial savings indicates that 
the household financial saving rate declined to 
9.1 per cent of GDP in 1995-96 from 11.4 per 
cent during the previous year. Such a sharp 
decline largely reflected the lower expansion in 
households' savings in the form of bank deposits, 
shares and debentures and small savings. 
However, private corporate saving is estimated 
to increase from 4.0 per cent in 1994-95 to 4.2 
per cent in 1995-96. 

The Central Statistical Organisation (CSO) 
released the Quick Estimates for 1994-95 i n  
February 1996. There have since been some 
revisions in the estimates of household financial 
savings. The household financial saving rate is 
estimated to have gone down from 1 1.9 per cent 
in 1993-94 to 11.4 per cent in  1994-95. The 
saving rate of the public sector more than trebled 
from 0.5 per cent in 1993-94 to 1.7 per cent i n  
1994-95, while that of private corporate sector 
improved from 3.7 per cent to 4.0 per cent and 

* This Chapter is based on material available upto first 
week of January, 1997, including the Revised (October, 
1996 Update) estimates of Real Gross Domestic Product, 
1995-96, rsleased by the CSO on November I ,  1996. 

showing a growth of 6.6 per cent. The industrial 
sector with a growth of 12.3 per cent in 1995-96 
contributed significantly to this outcome. A 
remarkable feature of the high growth of 1995- 
96 is that i t  was achieved inspite of only a 
moderate agricultural performance. 'Agriculture 
and allied activities' generated an aggregate 
income of Rs.74,357 crore showing a marginal 
growth of 0.9 per cent as against a rise of 4.9 
per cent i n  1994-95. The manufacturing sector 
contributed an income of Rs.58,053 crore which 
showed a rise of 13.5 per cent over 1994-95. The 
income from the services sector at Rs. 1,22,871 
crore was estimated to grow by 7.0 per cent as 
against 6.1 per cent in 1994-95. Within the 
services sector, the performance of trade, hotels, 
transport and communication and financing, 
insurance, real estate and business services 
improved while the construction segment recorded 

I .  As per the CSO's Quick Esririlates the GDS rate was 
estimated to rise from 21.4 per cent of GDP in 1993- 
94 to 24.4 per cent in 1994-95. Analysis of saving data 
for 1994-95 vis-a-vis the other years is to be done with 
cilution as monetary and banking data pertaining to 
commercial banks for 1994-95 cover 27 fortnights 
instead of 26. Besides, the last reporting Friday of 1994- 
95 coincided with March 31, the annual closing day of 
banks' accounts. Hence, the generally-observed year-end 
bulge in major banking variables are included in the 
saving estimates. See Report on Currency and Finance, 
1994-95, Chapter V, for details. 
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il somewhat lower growth. As per the Advaizce In the case of the industry, the last four years 
Estimates, Gross National Product (GNP) at factor 
cost, at 1980-81 prices, was estimated at 
Rs.2,61,130 crore, which was higher by 6.3 per 
cent over 1994-95. Net National Product (NNP) 
at factor cost, was estimated at Rs.2,30,568 crore, 
showing a growth of 6.2 per cent. The per capita 
NNP worked out at Rs.2,506 for 1995-96 as 
compared with that of Rs.2,401 in 1994-95. 

The time-series profile of real GDP since the 
year 1980-81 indicates that the average real GDP 
growth was 4.5 per cent during the last 5 years 
(1990-91 to 1994-95) compared to an average of 
5.7 per cent during early half of 'eighties and 6.0 
per cent during the later half of 'eighties. 
However, during the first four years of the Eighth 
Five Year Plan, the average growth in real GDP 
at 5.8 per cent would be higher than the target of 
5.5 per cent envisaged in the plan document. 
While there has been a decline in the share of 
value added from 'agriculture and allied activities' 
from 37.2 per cent in the period 1980-8 1 to 1984- 
85 to 30.0 per cent in 1990-91 to 1994-95, the 
industrial and services sectors have both improved 
their shares in the two periods. (Table II- I )  

Sectoral Pe$ori7zance in recent years 

The real GDP, at factor cost, registered 
continuously high growth right from 1992-93. The 
average for the four years from 1992-93 through 
1995-96 worked out to 5.8 per cent per year. 
Notwithstanding this performance, the annual 
average rate of growth i n  the 'nineties upto 1995- 
96 (6-year period) was lower at 4.9 per cent than 
that of the 'eighties. 

Sectorally, the agricultural performance 
continued to be relatively low. The annual growth 
rate of 'agriculture and allied activities' in the 
'nineties so far turned out to be only 2.8 per cent 
- a deterioration from the rate registered in the 
'eighties. Even in the last four years, the rate was 
lower at 3.8 per cent than that of 4.6 per cent 
achieved in the 'eighties. 

witnessed a turnaround in that its growth rate 
averaged 7.4 per cent per year, marginally higher 
than that of 7.3 per cent recorded in the 'eighties. 
This was essentially a reflection of an extremely 
robust performance turned in by the 
manufacturing segment in 1995-96. 

The services sector performance was more 
or less stable, the rate of growth in the 'eighties 
however being marginally higher than what was 
recorded in the last four years. It is in the 
segments of 'trade, hotels, transport and 
communication' and 'financing, insurance, real 
estate and business services' there had been some 
gains, almost making up the losses sustained in 
the remaining two segments, viz., 'community, 
social and personal services' and 'construction'. 

b. Trends in Domestic Saving and 
Investment 

Aggregate Saving and ~nveshnent, 1994-95 

The CSO's Quick Estitnutes (February 1996) 
had placed the rate of Gross Domestic Saving 
(GDS) at 24.4 per cent of GDP at current market 
prices in 1994-95 against 21.4 per cent in 1993- 
94 and 21.2 per cent in 1992-93. Since the releace 
of the Quick Estimates, there have been no 
revisions in the data as yet. However, since then 
the data on household financial savings as well as 
private business saving have undergone some 
revisions. If only these revisions are considered, the 
GDS rate would be 24.9 per cent in 1994-95. The 
aggregate investment rate would, accordingly, be 
25.9 per cent in 1994-95 (Statement 12 of Vol. 11). 

Public sector saving rate recovered to 1.7 per 
cent in 1994-95 after the downward drift to 0.5 
per cent in 1993-94 from 1.5 per cent in 1992- 
93. Notwithstanding this improvement, public 
sector saving rate has been showing a declining 
trend since 198 1-82, with occasional spurts i n  
1985-86 and 199 1-92 (Graph II- I).  Private 
corporate savings rose from 2.8 per cent of GDP 
in 1992-93 to 3.7 per cent in 1991-94 and further 
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Graph 11-1 
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to 4.0 per cent i n  1994-95. This has been 
estimated to increase further at 4.2 per cent in 
1995-96. An analysis of data since 1980-81 points 
to a generally rising trend in the private corporate 
saving rate (Graph 11-1). 

Household sector saves in the form of 
physical assets and financial assets. Household 
physical saving rate, which has been exhibiting a 
fluctuating trend, moved up to 7.8 per cent in . 1994-95 from 6.6 per cent in the preceding year 
(Graph 11-1). As per the latest available data, 
household financial saving rate had increased from 
9.3 per cent of GDP in 1992-93 to 1 1.9 per cent 
in 1993-94; however, it reduced to 1 1.4 per cent in 
1 994-95. The upswing in  the household savings in 
1993-94 has been owing to drop i n  financial 
liabilities of the household and higher saving in all 
the instruments, except units of Unit Trust of India. 
The following year, however, experienced a lower 
savings rate mainly due to rise in household 
financial liabilities and a reduction in the savings 
in shares and debentures and non-bank deposits. 

Household Savings iiz Financial Instruments - 
1995-96 

Household financial saving estimates reflect 
an increase in financial assets (through 
investments in financial instruments) over and 
above the increase i n  financial liabilities. 
Aggregate saving estimates for 1995-96 are not 
yet available. Available provisional estimates of 
financial savings of the household sector for 1995- 
96 indicate a dip to 9.1 per cent of GDP at current 
market prices from the rate of 11.4 per cent 
registered in  1994-95 largely on account of lower 
increase in household sector's bank deposits, 
investment in  shares and debentures and small 
savings. In absolute terms, household financial 
savings which had risen sharply from Rs.95,020 
crore in 1993-94 to Rs. 1,08,088 crore in 1994-95 
has fallen back to Rs.98,232 crore in 1995-96. 
The lower increase in household sector holdings 
of bank deposits is a statistical phenomenon in 
that the data on deposits included for purposes 
of estimation for 1994-95 had 27 reporting 
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Graph 11-2 
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Fridays, and March 3 1, 1995 being the last Friday 
and the closing day of the accounts of the year, 
showed a large bulge in deposits. Given such a 
high base, the increase in deposits in 1995-96 was 
comparatively low. 

An analysis of the household sector's 
financial asset portfolio since 1980-8 1 (Graph II- 
2) indicates that the preference for the major 
financial assets in 1995-96 remains the same as 
in 1980-81 with deposits (including trade debt) 
occupying the first place and shares and 
debentures the last. However, this hides the 
portfolio switches which have taken place in the 
interim period. Although deposits (including trade 
debt) formed the major proportion of the 
household financial savings (gross) throughout the 
period 1980-8 1 to 1995-96, its share in financial 
assets had declined from around 52 per cent in 
1980-8 1 to 3 1.2 per cent in 1989-90. The decline 
was gradual in the first half of 'eighties but 
became pronounced in the late 'eighties with the 
share of deposits plunging to a low in 1989-90. 

Meanwhile the share of household investment in 
shares and debentures (including units of Unit 
Trust of India) increased from 3.7 per cent in 
1980-81 to 23.3 per cent in 1991-92. Within 
deposits, the share of bank deposits in household 
financial savings (gross) dropped from 45.8 per 
cent in 1980-81 to 29.0 per cent in 1989-90. 
However, since 1991-92, due to lower 
mobilisation by mutual funds and depressed 
capital market conditions, the household 
investment in shares and debentures (including 
units of Unit Trust of India) dropped to 4.9 per 
cent in 1995-96. On the other hand, the share of 
deposits has increased from 31.2 per cent in 1989- 
90 to 47.5 per cent in 1994-95 and dipped to 
42.1 per cent in 1995-96 mainly due to the 
statistical problem to which a reference was made 
in the previous paragraph. 

Financial Assets 

Currency : Household holdings of currency 
increased to Rs. 15,916 crore in 1994-95 and 
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further to Rs. 16,375 crore in 1995-96. The share 
of currency in financial assets (gross) however, 
declined from 12.2 per cent in 1993-94 to 11.4 
per cent in  1994-95, but increased again to 13.1 
per cent in 1995-96. 

Bank Deposits : Deposits of the household 
sector in commercial banks, co-operative banks, 
credit and non-credit societies, constitute the most 
important instrument of financial savings of the 
household sector. It amounted to Rs.56,I 64 crore 
or 5.9 per cent of GDP during 1994-95, as 
compared with that of Rs.36,378 crore or 4.5 per 
cent of GDP in 1993-94. It is estimated at 
Rs.35,284 crore or 3.3 per cent of GDP in 1995- 
96. The share of bank deposits had increased from 
33.2 per cent of household financial savings 
(gross) in 1993-94 to 40.2 per cent i n  1994-95. 
This trend was reversed in 1995-96 and it is 
estimated at 28.2 per cent. 

Non-banking Deposits : Non-banking 
deposits of the household sector in financial and 
non-financial companies, which had spurted to 
Rs. 11,654 crore (1.5 per cent of GDP) in 1993- 
94 were Rs. 1 1,743 crore ( I  .2 per cent of GDP) 
in 1994-95, and moved up to Rs.17,079 crore 
(1.6 per cent of GDP) in 1995-96. The share of 
non-banking deposits increased from 10.6 perKent 
in 1993-94 to 13.7 per cent in 1995-96. The 
overall buoyancy in  non-banking deposits is 
attributed to high returns offered by these 
companies. 

s 

Social Security Funds : Contractual savings 
of the households i n  social security funds 
constitute saving under provident fund (PF) 
schemes (contributory as well as non- 
contributory), pension and life insurance funds. 
With these types of savings being linked to the 
salary of the organised sector work force, the 
absolute inflows into these funds have always 
been increasing over time. The amount under 
these contractual savings increased from 
Rs.27,796 crore in 1993-94 to Rs.31,963 crore in 
1994-95 and further to Rs.38,919 crore in 1995- 

96. As a percentage to GDP at current market 
prices, social security funds have been stable at 
around 3.4 per cent for the period 1993-94 to 
1995-96. However, their share in gross financial 
savings declined from 25.4 per cent in 1993-94 
to 22.9 per cent in 1994-95, and improved to 3 1.2 
per cent in 1995-96 (Statement 1 1  of Vol. 11). 

Claims on  Government  : Household 
savings in the form of claims on government, after 
suffering reversals in 199 1-92 and 1992-93, 
increased to Rs.6,784 crore in 1993-94 and further 
to Rs. 13,222 crore i n  1994-95. These are 
estimated to show a decline to Rs.10,873 crore 
in 1995-96, mainly on account of declining small 
savings. While household deposit scheme for 
retiring government employees, household 
investment in government securities and its saving 
in relief bonds have registered marginal increases, 
there have been continuous drawdown in four 
schemes, viz., National Rural Development 
Bonds, Capital Investment Bonds, Special Bearer 
Bonds and National Deposit Scheme. The share 
of claims on government in household's total 
financial assets (gross) increased frotn 6.2 per cent 
in 1993-94 to 9.5 per cent in  1994-95 but declined 
to 8.7 per cent in 1995-96. Small savings, which 
increased substantially from Rs.6,45 1 crore in 
1993-94 to Rs.13,104 crore in 1994-95, is 
estimated to have declined to Rs.10,403 crore in 
1995-96. 

Investnzent in shares and debentures 
including units of UTI : Household investment 
in shares and debentures, including units of UTI, 
which had declined from Rs. 14,772 crore during 
1993-94 to Rs. 12,369 crore in 1994-95 is expected 
to have decelerated further to Rs.6,142 crore in 
1995-96, mainly due to subdued conditions in the 
capital market and dismal performance of mutual 
funds, including the UTI. As a result, the share 
of household investment in shares, debentures etc. 
in the financial savings declined sharply from 13.5 
per cent of household financial savings (gross) in 
1993-94 to 8.9 per cent in 1994-95 and further to 
4.9 per cent in 1995-96. As a percentage of GDP, 
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i t  has decelerated from 1.9 per cent in 1993-94 
to 1.3 per cent in 1994-95 and further to 0.5 per 
cent in 1995-96. 

Household investment in units of UTI fell 
from Rs.4,705 crore in 1993-94 to Rs.3,908 crore 
in 1994-95 and further plunged to Rs.262 crore 
i n  1995-96. Mobilisation by other mutual funds, 
which had decreased from Rs. 1,272 crore in 1993- 
94 to Rs.838 crore in 1994-95 also recorded a 
sharp decline in to Rs.-35 1 crore i n  199596. The 
household sector's direct investment in equities 
and debentures of private corporate business, after 
declining from Rs.7,443 crore in  1993-34 tc 
Rs.7,377 crore in 1994-95, further declined to 

Rs.5,957 crore in 1995-96. Public sector bonds 
had garnered Rs. 163 crore of household financial 
savings in 1995-96 as against Rs.105 crore in 
1994-95 and Rs.504 crore in 1993-94. 

Household sector's financial liabilities, which 
had dipped to Rs.14,542 crore or 1.8 per cent of 
GDP i n  1993-94, increased to Rs.3 1,689 crore or 
3.4 per cent of GDP i n  1994-95. The estimates for 
1995-96 place these liabilities at Rs.26,740 crore 
or 2.5 per cent of GDP. The bulk component in the 
liabilities, viz., 'loans and advances from banks' 
are estimated at Rs.24,296 crore in 1995-96 as 
against Rs.28,508 crore in 1994-95 and Rs. 1 1,972 
crore in  1993-94 (Statement 11 of Vol. 11). 

Table 11 -1  : Trends in Sectoral Growth Rate and Composition of Real GDP 

(Per cent) 

Period I Period I I  Period Ill Pcr~od l V  
(1980-81 to (1985-86 10 (1990-91 to (1990-91 to 1992-93 1993-94P 1994-95* 1995-06*' 1992-93 to 

1984-85) 1989-90) 1994.95) 1992.96) 1995-96 

1. Agriculture and Allied Activities 5.7 3.4 3.1 2.C 6.1 3.3 1.9 0.9 3.8 
(37.2) (32.6) (30.0) (29.7) (30.2) (29.8) (29.4) (27.8) (29.3) 

I .  I Agriculture 

2. Industry 

2 2. Manufacturing 

2 3 Elecrricrty. Gas K: 7.9 9 5 7.9 Y 0 8.3 7.3 8 0 8.3 X 0 
Water Supply (1 8) (2 1 )  (2.5) (2.5) (2.5) (2.6) (2.6) (2.7) (2.6) 

! I .  Tratlc. Hotels , Transpun 5.7 7 1 5.9 6.6 6 1 7 5 8 0 10.1 X 0 
and Conirnun~cation (16.8) (178) (18.4) (18G) (18.3) (18.7) ( 190 )  (19.6) (1891 

3.2. Financ~ng, Insurance, Real 5 3 8 3 6.5 6.4 3.0 8.5 4 3 5 6 5 4 
Estate and Business Servrces (8.9) ( 98 )  (11.0) (110) (11.0) (11.3) ( 1 1 1 )  (11.0) (11.1) 

3.3. Co~nmunity, Socral and 5.2 7.3 4.3 4 3 5.0 3.9 4.3 4 1 4 3  
Personal Services (10.4) ( 1 1 . 1 )  (11.2) (112)  (11.4) (113) ( 1 1 1 )  (108)  (112)  

3.4 Consrruction 

Total Gross Domestic 5.7 6.0 4.5 1.9 5.1 5.0 6.3 6.6 5.8 
Product (1+2+3) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 

P . Provisional 'Quick Est~rnates. February. 1996 '"Rev~ccd (qrcond quarterly update) Estimates. October, 1996 

h e  Flgurrc rn hrackets indicate the sectoral shares of gross domestic j~ r~~duc t  

S ~ L I I ,  e : Ccntr~l Sl;ll~\trcaI Organisatron. 



CHAPTER 111 

AGRICULTURAL PRODUCTION* 

An overview 

Agriculture suffered a setback during the year 
1995-96, notwithstanding the eighth successive 
favourable monsoon in the country. The foodgrains 
production declined to 185.0 million tonnes i n  
1995-96 from the historic peak level of 191 .I 
million tonnes in 1993-95. Late arrival of monsoon. 
occurrence of floods in North-Western and Eastern 
parts of the country in the Murif season, and decline 
in the cultivated area under foodgrains, especially 
wheat and coarse cereals, were the main factors 
behind the decline in the production of foodgrains 
during the year. However. the performance of non- 
foodgrains with the exception of raw jute & mesta, 
was satisfactory. Tlie lower procurement of 
foodgrains particularly of wheat. coupled with a 
higher off-take led to a sharp decline i n  the food 
stocks. The level of food stocks declined from 36.5 
million tonnes by the end of June 1995, which was 
higher than the quantity prescribed under the 
~ninimum buffer stock norms for maintaining food 
security system. to 27.8 millioli tonnes by the end 
of June 1996 and further to 19.7 million tonnes by 
the end of September 1996. However. with a view 
to containing the sharp rise in wheat prices through 
increased supply of wheat in the market the Central 
Government has decided to import 2.0 million 
tonnes of wheat. In view of the favourable 
monsoon. agricultural harvest during 1996-97 is 
expected to show a sharp rise in foodgrains 
production surpassing the earlier peak level of 
foodgrains production. 

Trends in Production 

The agricultural production in 1995-96 suffered 
a setback mainly due to the decline in the production 
of foodzrains.  The index number of overall 
a~ricultural production for 1995-96 (with triennium 
ending 198 1-82 as the base) declined to 163.3 from 
the level of 164.6 in 1994-95. As a result, agricultural 
production showed a negative growth of 0.8 per cent 
as against a rise of 5.0 per cent during 1994-95. The 
index of foodgrains dropped to 150.2. in 1995-96 
from the level of 155.3 in 1993-95. showing a decline 
of 3 .3  per cent.  The index of non-foodgrains, 

This Chapter is based on information 1 data available up 
to September 1996. 

however, moved up to 185.6 in 1995-96 from the 
level of 180.3 in 1994-95, exhibiting a rise of 2.9 per 
cent (Table 111- I ). 

The total production of foodgrains amounted 
to 185.0 tnillion tonnes in 1995-96. exhibiting a 
decline of 3.2 per cent over the previous year. The 
sharp decline in foodgrains production in 1995-96 
was partly due to decline in yield and shrinkage of 
area under foodgrains. The yield of foodgrains 
declined by 2.5 per cent from 1547 kgs.per hectare 
in 1 994-95 to I508 kgs. in 1995-96. Tlie area under 
foodgrains shrank by 0.7 per cent during the year 
(Table 111-2). Season-wise, kharif foodgrains output 
at 97.7 million tonnes was lower by 3.0 per cent 
than the previous year's khclrif output of 100.6 
million tonnes. Rabi output of foodgrains at 87.3 
million tonnes was 3.5 per cent lower than the 
previous year's output level of 90.5 million tonnes 
(Table 111-3). The season and crop-wise break-up 
shows that output of kharif rice. k / ~ u r $  coarse 
cereals, rabi pulses and wheat showed a decline in 
1995-96 over those of the previous year. On the 
other hand, production of kharif pulses and rnhi 
coarse cereals showed an improvement in 1995-96 
over the previous year (Tables 111-4 and 111-5). 

Non-foodgrains output performed satisfactorily 
in 1995-96. The output of nine major oilseeds 
reached a record level of 22.6 million tonnes, 5.6 per 
cent higher than that of 1994-95. The production of 
sugarcane reached a historic peak lev?: of 280.5 
n~illion tonnes, showing a growth rate of 3.4 per cent 
over the previous year. Cotton production increased 
by 8.1 per cent to 13.1 million bales i n  1995-96 from 
12.1 n~illion bales in 1994-95. Raw jute & mesta 
output declined to 8.9 million bales in 1995-96 from 
9.5 million bales in 1994-95. 

Availability 
The net availability of foodgrains in the 

country increased from 154.2 million tonnes during 
the calendar year 1994 to 167.8 million tonnes 
during 1995. As a result, the per capita availability 
of foodgrains improved from the level of 469.5 
grams per day in 1994 to 501.9 grams per day in 
1995 but it  was lower than the level of 5 10.1 grams 
in 1991 (Table 111-6). 
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Minimum Support Prices 

The Central Government fixes Minimum 
Support  Prices (MSP)  on the basis of the 
recornmendations of the Commission for 
Agricultural Costs and Prices (CACP), as well as 
of the views of the State Governments, and the 
concerned Central Ministries. The main objective 
of MSP is ro induce producers to improve 
production by ensuring remunerative prices, taking 
into consideration the cost of various farm inputs 
and profit margin. During 1993-95, MSP for various 
agricultural commodities were revised upwards 
(Table 111-7). 

Procurement 

The procurement of foodgrains, both rice and 
wheat, during 1995-96 totalled 22.2 million tonnes, 
which showed a drop of 12.4 per cent over 1994-95. 
Procurement of rice during 1995-96 aggregated 9.8 
million tonnes. as against 13.4 million tonnes in the 
previous year. Lower level of production coupled 
with withdrawal of levy requirement for private 
millers in Punjab. and exemption of non-basmati rice 
used for exports from levy requirement in Harycina 
are attributed to be the main factors behind the steep 
decline i n  the procurement of rice. Procurement of 
wheat during 1995-96 aggregated 12.3 million 
tonnes, compared with I 1.9 million tonnes during the 
pre\,ious season. showing a rise of 3.9 per cent. Total 
procurement of both rice and wheat during the 
quarter April-June 1996 aggregated 9.8 million 
tonnes, falling short of the procurement of 13.7 
  nil lion tonnes in the corresponding quarter of 1995 
by as much as 28.9 per cent. Procurement of wheat 
during the quarter April-June 1996 aggregated 8.1 
million tonnes which was considerably lower by 4.1 
million tonnes (33.4 per cent) as compared to 12.2 
million tonnes during the corresponding period of the 
previous season. Almost the entire quantity of wheat 
is procured during the quarter of April-June. 
Firmness in the open market prices. absence of inter- 
zonal restrictions on the movement of the 
commodity and lower production in Punjab and in 
other major wheat producing States constitute the 
ilnpol-rant factors responsible for the steep decline 
in the procurenlent of wheat during the quarter 
(Table 111-8). 

moderate open market prices of essential 
commodities and to ensure food security. Under the 
PDS, the Central Government supplies six essential 
commodities viz., wheat, rice, sugar, edible oils, 
kerosene, and soft coke to the States and Union 
territories. These commodities are made available 
to the public through distribution at a uniform price 
known as Central Issue Price through a network of 
fair price shops across the country. There were 4.4 
lakh fair price shops as at end-March 1996. The 
Government had revised the Central Issue Price 
(CIP) of foodgrains in February 1994: the CIP of 
the common, fine, and super fine varieties of rice 
w a r  Rs.537, Rs.617 and Rs.638 per quintal. 
respectively, and that of wheat was Rs.402 per 
quintal (Table 111-9). 

Off-take 
The total off-take of foodgrains stood at 25.8 

million tonnes during 1995-96 (including 0.96 
million tonnes under Jawahar Rozgar Yojana and 
other Welfare Schemes and 10.06 million tonnes 
under open market sale by the Food Corporation of 
India [FCI]): i t  was 38.0 per cent higher than 18.7 
million tonnes during 1994-95. Commodity-wise, the 
off-take comprised 13.5 million tonnes of rice and 
12.2 million tonnes of wheat. As compared with 
1994-95, the off-take of rice was substantially higher 
by 57.6 per cent or nearly 5.0 million tonnes, and that 
of wheat by 20.4 per cent or 2.2 million tonnes. 
During the first quarter (April-June) of 1996-97. the 
total off-take of foodgrains at 5.2 million tonnes was 
higher by 18.5 per cent as compared with 4.4 million 
tonnes during the corresponding quarter of the 
preceding year. The spurt in off-take of rice and 
wheat during 1995-96 over 1994-95 was facilitared 
by the revival of demand from the public distribution 
system, higher off-take for other welfare schemes like 
the mid-day meal scheme, open market sales and the 
increased quantity. particularly of rice, used for 
exports. The higher off-take could be attributed to the 
widening differential between the open market price 
and the Central Issue Prices of wheat and rice, open 
market sale policy of the Government to stabilise 
prices through larger releases from FCI and the new 
policy environment facilitating larger quantity of 
exports of rice and wheat from FCI in the wake of 
the burgeoning stocks at the disposal of FCI (Table 
111- 10). 

Public Distribution System (PDS) Stocks 
The Public Distribution System (PDS) is an Total stocks of foodgrains stood at 23.3 million 

Important instrument of Government policy to tonnes at the end of March 1996 which were 
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substantially lower (16.0 per cent) over the 
corresponding day of the previous year (27.7 
million tonnes); these, however, were considerably 
higher than the prescribed norms. The stocks of 
rice at 14.6 million tonnes at the end of March 
1996 were 22.6 per cent higher, whereas the stocks 
of wheat at 8.7 million tonnes were lower by 1.8 
per cent over the preceding year. Increased off-take 
of foodgrains through PDS as well as open market 
sale inclusive of exports by the FCI and lower 
procurement of foodgrains during 1995-96 have 
resulted in lower foodgrains stocks as at the end 
of March 1996 as compared with the position at 
the end of March 1995. 

Foodgrains stocks as at end-June 1996 stood 
at 27.8 million tonnes comprising 13.3 million 
tonnes of rice and 14.4 million tonnes of wheat as 
compared with a historic peak of 36.5 million 
tonnes comprising 17.1 million tonnes of rice and 
19.4 million tonnes of wheat as at end-June 1995 
(Table 111- 11 and Graph 111- 1 ). 

Production of Major Crops 

Foodgrains 

Rice 
Production of rice during 1995-96 was 79.5 

million tonnes as against 81.2 million tonnes 
attained in 1994-95, exhibiting a decline of 2.1 per 
cent. The output of 1995 kharifrice was placed at 
69.7 million tonnes, compared with 7 1.4 million 
tonnes during kharif 1994, thus showing a fall of 
2.4 per cent. The decrease reflected a decline in 
the yield-thresholds in the wake of delayed advent 
of monsoon on the one hand and floods in Punjab 
and Haryana in August 1995 and parts of Eastern 
India in September 1995 on the other. However, 
the output of rabi rice at 9.8 million tonnes 
remained at the previous years level (Table 111- 12). 
The modified Integrated Cereals Development 
Programme in rice-based cropping system areas 
(ICDP-Rice) is being implemented in 1200 
identified blocks having low productivity of rice1 
cereals, below StateINational average in 16 States. 

Graph 111-1 

Stocks of Foodgrains (End-June) 

Years 

Rice Wheat Coarsegrains 
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Wheat 

Production of wheat during 1995-96 is 
estimated at 62.6 niillion tonnes, compared with 
65.5 niillion tonnes achieved in 1993-95. The 
decline i n  output during 1995-96 is attributed to a 
number of factors - the reduction of area under 
wheat cultivation. the fall in yield due to delayed 
rains. the switch-over to cotton and oilseeds 
cultivation. and the fluctuations in temperature at 
the stage of formation of grain. 'The contraction in 
area under wheat in major wheat producing States. 
particularly in Punjab, was noticeable : this partly 
reflects a switch-over to culti\~ation of alternative 
commercial crops (Table 111- 1 3). 

Coarse Cereals 

The coarse cereals are grown largely by s~uall 
and marginal farmers in  areas cliaracterised by low 
and erratic rainfall hehaviour essentially in  rainfed 
and dryland resions. Coarse cereals comprise jowar, 
bajrn. maize. ragi. slnall millets. and barley. The 
production of Lllarij'bajra arld jowar was adversely 
affected due to delayed and deficient rains in early 
part of the Inonsoon season. The total khnr-if'cereals 
production in 1995-96 is estimated at 23.0 million 
tonnes, compared with 24.4 million tonnes in 1994- 
95 registering a fall of 5.5 per cent. In contrast. 
the output during 1995-96 rcihi season totalled 6.9 
million tonnes which was 15.9 per cent higher than 
1994-95 rohi heahon (6.0 millioll tonnes). The total 
output of coarse cereals during 1995-96 at 30.0 
niillion ronnes. therefore, was lower by 1.3 per cent 
over 30.4 million tonnes of 1993-95. The decline 
in the production of coarse cereals was partly due 
to decline in the area under coarse cereals from 
12.5  nill lion hectares in  1993-95 to 31.6   nil lion 
hectares i n  1995-96 (Table 111- 13). 

Pulses 

Production of pulses fluctuates from year-to- 
year depending upon the overall monsoon behaviour 
arid other weather conditions. These crops are 
relatively Inore susceptible to a wide array of pests1 
insects. Further, pulses crops are grown largely on 
marginal lands, mostly in rainfed areas, and there 
ha5 been \ irtually little break-through in developing 
inllxoved and high yielding seed varieties which 
could raise the yield threshold. The gap between 
demand and supply of pulses in the country is 
estimated at around 5 million tonnes. Production 
of pulses in  1995-96 is estimated at 13.0 million 

tonnes. compared with 14.1 million tonnes attained 
in 1994-95, showing a sharp decline of 8.1 per cent 
(Table 111-5). 

With a view to enhancing the yield and 
minimising the fluctuations in its output, pulses 
were brought under the purview of the Technology 
Mission in 1990. Besides, the National Pulses 
Development Project (NPDP). which envisages 
added emphasis on expanding the area under pulses 
cultivation through multiple cropping and 
intercropping as also on improving the yield rate 
through application of modern methods of 
cultii,ation continued to be implemented during 
1995-96. An amount of Rs.34.00 crore was spent 
on the National Pulses Development Project during 
1995-96. 

Non-Foodgrains 

Oilseeds 

Around 90.0 per cent of oilseeds output is 
contributed for by four niajor oilseeds: groundnut 
(34 per cent), rapeseed/mustard (28 per cent), 
soyabean (22 per cent) and sunflower (6.0 per cent). 
The other oilseeds are sesame, castorseed, safflower. 
nigerseed, and linseed. Production of oilseeds i l l  

the year 1985-86 was merely 10.83 million tonnes. 
Technology Mission on Oilseeds was introduced i n  
May 1986 with a view to making the country self- 
reliant in oilseeds and vegetable oils. The output 
has increased since then to 22.6 million tonnes 
during 1995-96. There was an improvement in the 
production in 1995-96. reflecting an iniprovement 
in area under oilseeds cultivation from 25.3 million 
hectares in 1994-95 to 26.4 million hectares in 
1995-96. The healthy impact of oilseeds production 
programme covered in 337 districts of 22 States 
on the overall production accornpanied by price 
support of the Government played an important role 
in the expansion in area under oilseeds, and 
consequently resulted in higher production. 

Production performance during both khurif'and 
~ n b i  seasons of 1995-96 was better than in  the 
previous years. During 1995 khcir-rf season. the 
output at 12.8 million tonnes recorded an increace 
of 7.8 per cent while in the rub; season, the output 
at 9.8 million tonnes was higher by 2.9 per cent 
(Table 111- 15). 

Among the major oilseeds, the production of 
groundnut slid to 7.7 rnillion tonnes during 1995- 
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96 demonstrating a decline of 7.3 per cent over 
the previous year on account of the decline in area 
as well as the yield rate. In the wake of scanty 
rains in the post-rabi season, safflower production 
also suffered a setback mainly in the States of 
Karnataka and Maharashtra. However. the overall 
increase of 5.6 per cent in the oilseeds production 
resulted from a substantial spurt of 36.1 per cent 
in soyabean output, which was supplemented by 
small increases in rapeseedlmustard and sunflower 
seeds (Table 111- 16). 

Minimum Support Price (MSP) 

The Government raised the MSP for groundnut 
(in shell) ,  sunflower seed, soyabean yellow, 
soyabean black, sesame and nigerseed from Rs.900, 
Rs.950, Rs.680, Rs.600, Rs.850 and Rs.700 to 
Rs.920, Rs.960, Rs.700, Rs.620, Rs.870 and Rs.720 
per quintal, respectively (Table 111-7). The MSP for 
rubi, oilseeds, namely rapeseedlmustard, and 
safflower were raised to Rs.860 per quintal and 
Rs.800 per quintal from Rs.810 and Rs.760 per 
quintal, respectively. 

NAFED Operations 

In order to attain self-reliance in oilseeds 
production, the Technology Mission on Oilseeds has 
designed a four-pronged strategy. The strategy is 
being implemented through different organisations/ 
institutions. Of the various institutions, the National 
Agricultural Co-operative Marketing Federation of 
India Ltd.(NAFED), continued to be the nodal 
marketing agency and to undertake price support 
operations. 

The National Dairy Development Board 
(NDDB), which acts as a Market Intervention 

t Agency for the procurement of oilseeds and oils 
for building up of buffer stock, procured 62,305 
tonnes of oilseeds during 1995-96 after paying the 
remunerative prices to the oilseeds growers. In 
addition to Market Intervention Operations (MIO), 
NDDB provided revolving short-term loans to the 
projects for carrying out procurement of oilseeds. 

Foreign Trade in Edible Oils 

Inspire of consistent efforts to increase the 
production of edible oilseeds in the past years and 
the consequential  decline in the country 's  
dependence on import of edible oils, there still 
remained a gap of nearly 10.0 lakh tonnes between 

the total requirement and the net availability of 
edible oils from all domestic sources. This resulted 
in import of around 10.0 lakh tonnes of edible oil 
by all agencies in 1995-96. 

Cotton 

According to the Ministry of Agriculture, cotton 
production is estimated higher at 13.09 million bales 
during 1995-96 season, showing a moderate increase 
of 8.1 per cent over 12.11 million bales in the 1994- 
95 season. The area under cotton cultivation rose by 
4.8 per cent to 8.31 million hectares from 7.93 
million hectares in 1994-95. The increase in area both 
during 1994-95 and 1995-96 largely reflects the 
farmers' positive response to better prices. The yield 
rate has also improved to 268 kgs. per hectare, 
although i t  still remains at an abysmally low level, 
compared with other major cotton producing 
countries in the world (Table 111-17). 

The Cotton Advisory Board (CAB) has placed 
the cotton output for 1995-96 season at a record 
level of 15.65 million bales, higher by 13.0 per 
cent as compared with 13.85 million bales for the 
1994-95 season. On the supply side, the total 
availability of cotton during 1995-96 at 19.25 
million bales (consisting of an opening stock of 
3.50 million bales, estimated production of 15.65 
million bales and imports of 0.10 million bales) 
was higher by 12.44 per cent than that of 17.12 
million bales in 1994-95. On the demand side, 
mills' consumption in 1995-96 was placed at 13.25 
million bales which was higher by 10.97 per cent 
than the previous season's consumption of 1 1.9 
millian bales. Small spinners' consumption was 
placed higher at 0.65 million bales whereas non- 
mills' consumption remained unchanged at the last 
year's level of 0.95 million bales. Exports during 
1995-96 season increased significantly to 0.80 
million bales from 0.11 million bales in the 
previous year. Thus, the total off-take of cotton 
during 1995-96 was placed at 15.65 million bales 
showing a rise of 14.9 per cent over that in the 
previous year (13.62 million bales). The closing 
stocks at the end of 1995-96 season were higher at 
3.60 million bales, compared with 3.50 million 
bales last season (Table 111-18). 

Price Policy 

During 1995-96 season, the Government raised 
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the MSP for the two basic varieties of cotton viz., 
F-4 14lH-777lAgatti (short and medium staple 
group) a n d H - 4  variety (long staple group) from 
Rs. 1.000 per quintal and Rs.1,200 per quintal. 
applicable for the 1994-95 season to Rs.1,150 per 
quintal and Rs. 1,350 per quintal, respectively (Table 
111-7). 

Proc~/r.e~nenr opelzrtions 

During 1995-96 season, the Cotton 
Corporation of India (CCI) purchased 1.02 million 
bales of cotton, compared with 0.84 million bales 
during 1994-95. The purchases were made mainly 
in Punjab, Haryana, Rajasthan, Madhya Pradesh, 
Gujarat and Andhra Pradesh on commercial basis. 

In Maharashtra, the state owned Maharashtra 
State Co-operative Cotton Growers' Marketing 
Federation (MSCCGMF) undertakes procurement 
operations under the Monopoly Procurement 
Scheme at the guaranteed prices fixed by the 
Maharashtra Government, which are generally 
higher than the minimum support prices announced 
by the Central Government. The CCI does not make 
any purchaws in Maharashtra. The Scheme which 
had expired on June 30, 1995 was extended by the 
Central Government for a period of one year up to 
June 30. 1996. Under the Scheme. the MSCCGMF 
procured 130.95 lakh quintals of cotton equivalent 
to 2.73 rnillion bales, compared with 1.10 million 
bales during 1994-95 season. 

I7ztc.n~i1.e Corron De~v?loprnent Prograrnrne (ICDP) 

During 1995-96, ICDP, which aims at 
increasing production and productivity of cotton, 
was continued i n  43 dlstr~cts of I 1  major cotton 
growing states. The total outlay under the scheme 
durinz 1995-96 was Rs. 14.29 crore, compared with 
Rs. 12.29 crore during the previouc year. 

Raw Jute and Mesta 

The production of raw jute and mesta during 
1995-96 season (July-June) was 8.9 million bales, 
5.8 per cent lower than the previous season's output 
of 9.5 million bales, as per the estimates of 
the Ministry of Agriculture. The decline in 
production owed largely to the substantial reduction 
in the area under cultivation and the erratic 
behaviour of weather during both pre and post- 
sowing period and the consequent drop in the yield 
levels (Table 111- 19). 

According to the Office of the Jute 
Commissioner, Government of India, 8.6 million 
bales of jute and rnesta (comprising an opening 
stock of 0.9 million bales, production of 7.5 million 
bales and imports of 0.2 million bales) were 
available for distribution during 1995-96 as against 
11.2 million bales during 1994-95 season. The 
decline in the total availability during 1995-96 was 
due to the lower production as well as the lower 
carry forward stock at the beginning of the season. 
Off-take for domestic consumption during 1995-96 
is estimated at 8.4 mil!ion bales. There were no 
exports during 1995-96. The closing stocks at the 
end of June 1996 are placed at 0.2 million bales 
(Table 111-20). 

Price Policy 

The Minimum Support Price (MSP) for the 
basic variety of raw jute, TD-5 grade in Assam was 
raised from Rs.470 per quintal for the 1994-95 
season to Rs.490 per quintal for the 1995-96 season. 
The corresponding MSPs of all other grades of jute/ 
mesta in different jutelmesta growing states were 
notified by the Jute Commissioner (Table 111-7). 

JCI Operations 

The Jute Corporation of India (JCI) has been 
set up with the primary ob.jective of marketing of 
raw jute so as to ensure a reasonable return to the 
growers. The Corporation has been appointed as 
the sole agency for maintaining the minimum 
support price, and also for undertaking import and 
export of raw jute as required and permitted by 
the Government from time to time. The co- 
operatives in jutelmesta growing Slates function as 
agents of the JCI and the latter extends support for 
procurement of raw jute. The JCI did not procure 
the commodity during 1995-96 due to the 
prevalence of higher prices in the market resulting 
from speculation by the traders and the financial 
crunch. Owing to the financial crunch suffered by 
it, the JCI sold out the entire old stocks of the fibre 
at its disposal of about 1.1 million bales of 1993- 
94. Consequently, there was no buffer stock with 
the JC1 during 1995-96. 

Specirrl Jzrte Developnlent Pru~rcr~n~ne (SJDP) 

The programme focussing on increasing the 
productivity, and improving the fibre quality 
continued to be implemented in eight jutetmesta 
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growing States during 1995-96. During 1995-96, 
under the programme, 5,489.1 quintals of certified 
jute seeds, 150 quintals of quality mesta seeds and 
473 quintals of sunhemp seeds were distributed in 
the programme area. Technology demonstrations 
were laid out on 6,965 hectares in programme areas 
to convince the farmers about the production 
technology to achieve higher yield. Besides, 
220,000 packets of fungal culture were distributed 
for qualitative improvement of barky jute. 

Sugarcane 

Production 

The production of sugarcane in 1995-96 
reached a historic peak of 280.5 million tonnes, 
surpassing the target of 255.0 million tonnes and 
was higher by 3.4 per cent than the previous record 
output of 271.2 million tonnes attained in 1994- 
95. The spurt in output during 1995-96 was 
facilitated mainly by the increase in the area under 
sugarcane cultivation by 7.6 per cent from 3.8 
million hectares in 1994-95 to 4.1 million hectares 
in 1995-96. The Planning Commission has fixed a 
production target of 275 million tonnes of sugarcane 
for 1996-97 (Table 111-21). 

Statiitory Minimum Price (SMP) 

The SMP of sugarcane for the 1995-96 crop 
year was raised to Rs.42.50 per quintal, 8.7 per cent 
higher than Rs.39.10 per quintal fixed for the 1994- 
95 season. For the year 1996-97, it has been further 
raised to Rs.45.90. The price is linked to a basic 
recovery rate of 8.5 per cent, subject to a premium 
of Rs.0.57 for every 0.1 percentage point increase 
in the recovery above that level (Table 111-7). 

a Sustainable Development of S~igarcarle Based 
Cropping Systems (SUBACS) 

In  order to increase the production and 
productivity of sugarcane, a Centrally Sponsored 
Scheme on Sustainable Development of Sugarcane 
Based Cropping System (SUBACS) was initiated 
in 1995-96. The Scheme is being implemented in 
21 StatesNTs on a funding pattern of 75:25 sharing 
basis between the Central and State Governments. 
The main thrust of the programme is on transfer 
of technology to the farmers through field 
demonstrations, training of farmers, promotion of 
resource base of farmers through supply of farm 
implements,'enhancing seed production and pest 

control measures. The total approved outlay is 
Rs.56.45 crore. During 1995-96, an amount of 
38.25 crore was allocated for implementation of 
the scheme. 

Tea 

Production 

Production of tea during the calender year 
1995 had increased to 753.9 million kgs. from the 
previous year output of 752.9 million kgs. In view 
of the increase in the area under tea cultivation, 
the production in North India increased marginally 
to 568.0 million kgs. in 1995. The production in 
South India also increased marginally from 184.9 
million kgs. in 1994 to 185.9 million kgs. in 1995. 
However, domestic consumption has risen at a 
faster rate over the years; it rose from 580.0 million 
kgs. in 1994 to 595.5 million kgs. in 1995 (Table 
111-22). The all-India output of tea between January 
and June 1996 was estimated higher at 265.1 
million kgs., compared with 245.0 million kgs. in 
the comparable period of the last year. The spurt 
in production during January-June was attributed 
to higher production in North India at 180.3 million 
kgs. as compared with 155.2 million kgs. in the 
same period last year. However, the production in 
South India was lower at 84.8 million kgs. as 
against 89.8 million kgs. during the corresponding 
period of the previous year. The production in South 
India suffered a setback because of the prevailing 
drought condition and the failure of the North-east 
monsoon during October-November 1995. 

Policy Measures 

The Government had taken a number of steps 
to increase tea production so as to meet the growing 
domestic and international demand for it. In this 
context, a perspective plan for achieving production 
target of 1000 million kgs. by 2000 AD has been 
drawn up by the Tea Board. Various schemes were 
implemented by the Tea Board for development and 
financing of tea plantation. These include the 
enhancement of the scale of assistance under all 
the ongoing developmental schemes and extension 
of the benefit of the Tea Area Rejuvenation, 
Pruning and Infilling Subsidy Scheme to the 
gardens in the plains of Assam Valley and North 
Bengal. The Budgetary support sanctioned by the 
Government under replantation subsidy scheme for 
the financial year 1995-96 was Rs.22 crores. 
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Coffee 

Coffee is cultivated mainly in three southern 
States namely, Karnataka, Kerala and Tamil Nadu. 
Production of coffee after having declined by nearly 
15.1 per cent in 1994-95 increased to 223.0 million 
kgs. during 1995-96. Variety-wise. the production 
of Arabica was placed higher at 103.3 million kgs. 
and Robusta at 119.8 million kgs. (Table 111-23). 
The spurt i n  production was attributed to the 
increase in area coupled witli the vigorous 
development progratilmes adopted by the Coffee 
Board in both traditional and non-traditional areas. 
Recently, the Board has started developing the 
acreage of coffee cultivation in coconut farms. 
Karnataka continues to be a major producer of 
coffee in the country. The coffee output in the 
country during 1995-96 was 4.4 per cent of world 
output, and the country's share in  world coffee 
exports hovers around 3 per cent. To enhance 
producti\.ity, consolidation of the existing coffee 
growins area is sought to be achieved through 
replanting. developing water resources and 
provision of timely credit. 

The Coffee Board is the apex institution which 
coordinates various production and marketing 
program~nes/activities relating to coffee. In order 
to achieve a production target of three lakh tonnes 
by 2000 AD, the Board has drawn up various 
programnles as follows : 

a )  Production improvement through 
intensive cultiv:ltion. replantation, water 
augmentation and extensi\re cultivation. 

b) Expansion of coffee as inter crop in 
10,000 hectare of coconut gardens in the 
non-conventional coffee areas. 

c) Operation of a comprehensive coffee 
d e ~ e l o p m e n t  scheme by providing 
financial support with special emphasis 
on improving production and 
productivity. 

A major development by way of liberalisation 
of domestic and export marketing and freeing of 
coffee from the regulation of Coffee Act, the 
Government introduced the Internal Sale Quota 
(ISQ). during 1993-94 and Free Sale Quota (FSQ) 
during 1994-95. Under the ISQ all coffee growers 

were entitled to sell 50 per cent of their production 
while the FSQ has been raised to 70 per cent for 
large growers and 100 per cent for small growers. 

Tobacco 

The production of tobacco during 1994-95 was 
587.1 million kgs. showing an increase of 4.3 per 
cent over 1993-94 level of 562.90 million kgs. The 
accretion i n  output reflected the rise in area under 
cultivation (%ble 111-24). The production of virginia 
tobacco during 1994-95 was estimated at 122.6 
million kgs. 1.0 per cent higher than that in the 
prevlous year. The major part of the increase in 
the area and production under Virginia tobacco was 
recorded mainly in Gujarat. However, during 1995- 
96, while the area under tobacco has been placed 
higher at 4.06 lakh hectares, the output has been 
provisionally estimated at 576.2 million kgs., 
reflecting a decline in the yield rate. The production 
of virginia tobacco in Andhra Pradesh and 
Karnataka during 1995-96 was estimated at 83 
 nill lion kgs. and 24 million kgs.. respectively. 

P~.olnotiorznl c-r~ld Pol ic~  Meas~l~-es 

The Minimuni Support Price (MSP) for the two 
basic gradeb, i.e.. F2 and L2 of VFC tobacco were 
fixed at Rs. 19.00 and Rs.21.50 per kg. during 1995- 
96, which were higher by 2.7 per cent and 2.3 per 
cent, respectively. over the prices of the previous 
year (Table 111-7). The MSPs for other grades of 
tobacco were fixed by the Tobacco Board on the 
basis of the MSPs of F2 and L2 varieties of tobacco. 

The Tobacco Board had introduced a concept 
of the Minimum Guarantee Prices (MGP) in 1989 
under which the traders would indicate before 
plantation to the growers the price at which they 
would buy tobacco during the ensuing auction. The 
MGPs are applicable for a normal crop without any 
statutory backup. The traders and manufiicturers had 
agreed to pay MGPs for 1995-96 season amounting 
to Rs.24.00, Rs.27.00, and Rs.30.00 per kg for black 
cotton soil, southern light soil and northern light 
soil tobacco, respectively, in Andhra Pradesh and 
Rs.26.00 per kg. in Karnataka. The prices realised 
were comparatively highel. than those of last year. 
The measures initiated by the Government for the 
development of tobacco cultivation mainly include : 

( i )  Provision of technical guidance to State 
Governments and farmers, and 
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( i i )  Necessary arrangements for adequate and 
timely supply of pure seeds and 
qeedlings. In addition, the Tobacco Board 
has taken up special measures to increase 
tobacco production particularly in Andhra 
Pradesh and Karnataka. The Tobacco 
Board arranged financial assistance to the 
growers through banks for raising VFC 
tobacco crop, purctlasing fertiliser, coal 
and for repairing barns. etc., to the tune 
of Rs.88.68 crore during 1995-96 which 
helped the farmers to procure inputs etc.. 
i n  time. 

The virginia tobacco 1s being sold through 
auctions at various centers. In Karnataka, during 
the 1995-96 season, 24.3 million kgs. of VFC 
tobacco were sold at an average price of Rs.45.06 
per kg. as against a quantity of 22.2 million kgs. 
marketed in the previous season at an average price 
of Rs.25.30 per kg. The average price realised was 
the highest during 1995-96 season. In Andhra 
Pradesh, 89.98 million kgs. of VFC tobacco were 
sold at  an average price of Rs.33.06 per kg. as 
aga~nst  the previous season's average price of 
Rs.25.62 per kg. 

Measures to Promote Produclio~l 

The Government has been formulating various 
policies and programmes and implementing them 
In order to augment the production of agricultural 
commodities. Measures in respect of specific crops 
were briefly explained earlier while discussing the 
production trend5 of the respective comnlodities. 
Other measures for supporting and enhancing the 
strength and capabilities of the crop production . system in the country are outlined in the following 
paragraphs. 

High Yielding Varieties Programme (HYVP) 

The expansion of area under High Yielding 
Varieties (HYV) continues to be the main focus to 
raise yield levels and production of foodgrain crops. 
The anticipated achievement in HYVP during 1994- 
95 was higher in respect of paddy, wheat, jowar, 
bajra and maize. The area under HYV.for paddy 
was higher by 7.3 per cent, wheat by 5.9 per cent, 
jowar by 4.4 per cent. bajra by 5.9 per cent and 
maize by 25.9 per cent, respectively. The targets 

set for 1995-96 for paddy, wheat, jowar, bajra, and 
maize are placed at 31.2 million hectares, 23.3 
million hectares, 9.0 million hectares, 6.9 million 
hectares and 3.5 million hectares, respectively 
(Table 111-25). 

Fertilisers 

With the increasing propagation of HYV 
seeds, rapid spread of irrigation facilities net-work 
and growing use of fertiliser in low consunlption. 
rainfed areas, fertiliser consumption. in nutrient 
terms, which stagnated at around 12.5 million 
tonnes during the four-year period ( 199 1 - 1994) rose 
to 13.5 million tonnes in 1994-95 and further to 
15.7 million tonnes in 1995-96 (Table 111-26). 

The low analysis nitrogenous fertilisers were 
decontrolled with effect from June, 1994, and only 
urea continues to be under statutory price control. 
The fertiliser consumption mix (ratio) of the three 
plant nutrients, Nitrogen (N). Phosphate (P) and 
Potash (K) however, continued to be a cause for 
concern. following the deviation from the ideal NPK 
ratio of 4:2: I ,  to 9.7:2.9: I .0 in 1993-94. However, 
this trend seems to have been reversed as the mix 
has improved to 8.5:2.6: 1 .O during 1994-95. 

The scheme of the concessional sale of 
decontrolled phosphatic and potassic fertilisers 
including complexes, introduced in the Rabi 1992- 
93 season continued during 1995-96. The 
Government earmarked Rs.500 crore for 1995-96 
for the above scheme. 

With the objective of promoting a balanced 
use of NPK fertilisers in conjunction with organic 
manures, compost, green manure, and bio-fertilisers 
with added emphasis on the use of micro-nutrients 
in high fertiliser consuming, intensely cultivated 
regions, the scheme of "Balanced and Integrated 
use of Fertillisers", which was launched during 
199 1-92 was continued during 1994-95. The 
National Project on Development and Use of Bio- 
fertilisers also continued to be implemented in 
1994-95. The bio-fertiliser units are expected to 
produce about 2000-2500 tonnes of bio-fertilisers. 
The Centrally Sponsored Scheme, titled the 
'National Project on Development of Fertiliser Use 
in Low Consumption Rainfed Area'  has 
commenced during 1994-95 with an initial 
:illocation of Rs.1.46 crore. An expenditure of 
Rs.2.6 crores is earmarked for the year 1995-96. 
Assistance under the scheme is to be provided by 
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the Central Government to State Governments for international airports, sea ports and land frontiers. 
supply of small fertiliser bags to the farmers, and . 

the seed producing agencies for production and sale 
of green manure seeds. Irrigation Schemes 

By 2010 A.D., the gross irrigation potential 

Seeds in the country is targeted to reach 113.5 million 

Production of breeder seeds during 1995-96 
is targeted at 42.65 thousand quintals as against 
39.42 thousand quintals during the previous year, 
whereas the target for production of foundation seed 
went up to 4.76 lakh quintals during 1995-96 from 
4.73 lakh quintals during 1994-95. The target for 
distribution of certifiedlquality seeds was fixed at 
68.8 lakh quintals in 1995-96 as against 65.0 lakh 
quintals distributed during 1994-95 (Table 111-27). 

Plant Protection and Pesticides 

With the increasing use of inorganic fertilisers 
and the fast growing propagation and cultivation 
of high yielding. short duration varieties of seeds 
amidst the declining balance in the sphere of plant 
life, the incidence of pests and plant enemies has 
been posing acute danger to agricultural crops, 
necessitating the use of pesticides on a much larger 
scale. The overall availability position of pesticides 
was satisfactory during the year 1995-96. A total 
quantity of 73,652 MT Technical Grade pesticides 
are likely to be utilised during the year. During the 
year, pest surveillance for monitoring the incidence 
of pest5 and diseases of major rabi and khar-if crops 
was maintained in order to forewarn the likelihood 
of pest incidence. A total area of 6.7 lakh hectares 
was scanned during 1995-96 against a target of 5.0 
lakh hectares earmarked for the year. With 
biological control, the natural enemies of pest 
species were conserved and augmented in order to 
mininiise the application of hazardous chemical 
pesticides and further to reduce environmental 
pollution. Accordingly. Integrated Pest Management 
(IPM ) centres had mass-reared, and released 1632.2 
million bio-control agents in 4.2 lakh hectares of 
cropped area during the year. To keep constant 
watch on locusts in their resort. locust surveys have 
been conducted on a gross area of 65.00 lakh 

hectares, divided almost equally between major and 
medium irrigation projects (58.5 million hectares) 
and minor irrigation works (55 million hectares). 
Towards achieving this objective, the Eighth Five 
Year Plan envisaged an outlay of Rs.22,415 crore 
for major and medium irrigation projects which are 
expected to create a potential of 5.09 million 
hectares of irrigated land. While the cumulative 
achievement up to the end of 1994-95 of major 
and medium irrigation, and minor irrigation stood 
at 32.3 million hectares, and 54.8 million hectares, 
respectively. the anticipated additional achievement 
during 1995-96 was 0.8 million hectares for major 
and medium irrigation and 1.6 million hectares for 
minor irrigation in surface and ground water (Table 
111-28). This entailed an outlay of Rs.7,766.13 crore 
during 1995-96 (Table 111-29). 

Command Area Development Programme 

A centrally sponsored Command Area 
Development Scheme has been under 
implementation since 1974-75 with the basic 
objective of reducing the gap between creation and 
utilisation of irrigation potential. The programme 
envisages extension of on-farm development works 
like construction of field channels, land leveling 
and shaping, implementation of rr~nrcibandi for 
rotational supply of water and construction of field 
drains. The cumulative achievement upto 1994-95 
and the target set for 1995-96 are set out in Table 
111-30 under CAD programme. From the inception 
of the programme in 1974 upto March, 1995 an 
amount of Rs.1,425.6 crores has been released as 
central assistance under the CAD programme. The 
outlay for the programme under the central sector 
for the Eighth Five Year Plan was Rs.665 crore. 
An outlay of Rs.140 crore has been provided to 
the States for 1995-96. 

- 
hectares against the annual target of 60.00 lakh 
hectares during 1995-96. Furthermore, in order to Area Development Measures - 
arrest and eliminate the intrusion of exotic pests Drought Prone Areas Programme(DPAP) and 
and diseases through the ever-expanding Desert Development Programme (DDP) 
international trade, plant quarantine regulations - 
were ~mylemented a t  26 Plant Quarantine and Activities under DPAP have been taken up on 
Fulnization Stations in  the country located at major a micro-watershed approach in each of the 946 
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blocks of 149 districts in 13 States covered under 
the programme. The total area covered under the 
programme is 746 lakh hectares. 

During 1994-95, 29.99 lakh hectares of land 
were treated for soil and moisture conservation, 
9.46 lakh hectares were covered under water 
resources development, and 17.83 lakh hectares 
were covered under afforestation and pasture 
development. During 1994-95, total expenditure 
under DPAP amounted to Rs. 161.33 crores. 

During 1995-96, Rs.249.60 crore was allocated 
for DPAP. Activities under DDP have been taken 
up in 227 blocks of 36 districts in 7 States. Upto 
1994-95, 1,85,205 hectares of land were treated for 
soil and moisture conservation, 82,572 hectares 
were covered under water resource development 
and 2,84,892 hectares were covered under 
afforestation and pasture. The entire amount of 
Rs.84.00 crore allocated for DDP during 1994-95, 
was spent during the year. 
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Table 111-1 : Production of Major Agricultural Commodities 

Detail Unit 1991-92 1992-93 1993-94 1994-95 P 1995-96 P 

I. All Crops Index (Triennium 145.5 151.5 156.8 P 164.6P 163.3 E 
(1+2) ending 1981-82=100) 

I .  Foodgrains -do- 137.6 144.3 150.2 P 155.3 P 150.2 E 

11. Foodgrains Million tonnes 168.38 179.48 181.26 191.10 185.00 

Commod~ty Groupwise 

Cereals -do- 156.36 166.67 170.96 176.98 172.03 

R~ce  

Wheat 

Coarse cereals 

Pulses 

Rtrhr 

Sugarcane 

Cotton 

Raw jute and 
Mesra 

M~l l~on  Bales 
of 170 kg each 9.71 11.40 10.74 12.11 13.09 

hlilllon Bales 
of 180 kg.each 10.29 9.00 8.42 9.45 8.90 

Tobacco Million Kg. 584.40 596.50 562.90 587 10 576.20 

Coffee -do- 180.00 169.40 2 12.00 180.00 223.00 

Tea -do- 754 19 703 93 760.83 752.90 753.92 

P : Provis~onal 

E : Estimated 

Sortt-t,e~ : i )  M~nistry of Agriculture 

i ~ )  Coffee Board 

I I I )  Tea Board 

iv) Tobacco Board 
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Table 111-2 : Foodgrains : Area, Production and Yield 

Year Area under 
cultivation 

(Million - 

hectares) 

Production Yield per 
(Million tonnes) hectare 

(kg.) 
Target Achievement 

Cereals 

Pulses 

Total 
(Cereals + Pulses) 

* 
P : Provisional 

Nole : Figures in brackets are percentage variations over the previous year 
Totals may not tally due to rounding off. 

Solrr-ce : Ministry of Agriculture. 
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Table 111-3 : Foodgrains : Area, Production and Yield (Season-wise) 

Year 
- -- 

Area under Production Yield per 
cultivation (Million tonnes) hectare 

(Million (kg.) 
hectares) Target Achievement 

Rabi 

Total 
(Kharif + Rabi) 

Nore : F~gures In brackets are percentage variations over the previous year. 
Totals may not tally due to rounding off. 

Sol,,-ce M~nistry of Agriculture 
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Table 111-4 : Cereals : Area, Production and Yield (Season-wise) 

Year Area under 
cultivation 

(Million - 
hectares) 

Production Yield per 
(Million tonnes) hectare 

(kg.) 
Target Achievement 

I 2 3 4 5 

Kharif 

199 1-92 66.78 97.10 87.17 1305 
(-3.62) (3.74) (-7.30) (-3.81) 

1992-93 66.54 97.25 95.85 1440 
(-0.36) (0.15) (9.96) (10.35) 

1993-94 64.88 99.50 95.02 1465 
(-2.49) (2.31) (-0.87) (1.67) 

1994-95 P 64.46 100.33 95.79 1486 
(-0.65) (0.83) (0.8 1) (1.47) 

1995-96 P 63.76 101.50 92.73 1454 
(- 1.09) (1.17) (-3.19) (-2.13) 

Rabi 

1991-92 32.55 69.90 69.19 2126 
(-3.95) (2.95) ( 1.60) (5.78) 

1992-93 34.25 7 1.25 70.82 2068 
(5.22) (1.93) (2.36) (-2.72). 

1993-94 35.62 73.00 75.93 2 132 
(4.00) (2.46) (7.22) (3.09) 

1994-95 P 35.92 73.17 81.19 2260 
(0.84) (0.23) (6.93) (6.03) 

1995-96 P 35.85 75.00 79.30 22 12 
(-0.19) (2.50) (-2.33) (-2.15) 

Total 
(Kharif + Rabi) 

1991-92 99.33 167.00 156.36 1574 
(-3.72) (3.41) (-3.56) (0.17) 

1992-93 100.79 168.50 166.67 1654 
(1.47) (0.90) (6.59) (5.05) 

1993-94 100.50 172.50 170.96 1701 
(-0.29) (2.37) (2.57) (2.87) 

1994-95 P 100.38 173.50 176.98 1763 
(-0 12) (0.58) (3.52) (3.65) 

1995-96 P 99.6 1 176.50 172.03 1727 
(-0.77) (1.73) (-2.80) (-2.05) 

P : Provisional. 

Nure : Figures in brackets are percentage vllriations ovcr the previous year. 
Totals may not tally due to rounding off. 

So~rr.i.e : M i ~ ~ ~ s t r y  of Agriculture. 
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Table 111-5 : Pulses : Area, Production and Yield (Season-wise) 

Year Area under Production Yield per 
cultivation (Million tonnes) hectare 

(Million (kg.) 
hectares) Target Achievement 

Kharif 

Rabi 

Total 

(Kharif + Rabi) 

1991-92 22.54 15.50 12 02 533 
(-8.60) (3.33) (-15 71) (-7.78) 

1992-93 22.36 14.50 12.81 573 
(-0.80) (-6.45) (6.57) (7.43) 

1993-94 22.25 15.50 13.30 598 
(-0.49) (6.90) (3.83) (4.34) 

1994-95 P 23 17 15.50 14.12 609 
(4.13) (0 00) (6.17) ( 1  95) 

1995-96 P 23.07 15.50 12.97 562 
(-0.44) (0 00) (-8.14) (-7.73) 

P . Provisional. 

Nore : Figures in brackets are percentage variations over the previous year. 
Totals may not tally due to rounding off. 

Sorrrce : Ministry of Agricubre 
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Table 111-6 : Availability of Foodgrains 

(Million tonnes) 

Year 
(Jan 

- 

Gross Net Net Change Net Per Capita Net Availability Per Day 
Output Output Imports in Availability (in gms) 

Govt. 
Stocks Cereals Pulses All 

Foodgrains 

Notes . I .  Output data relate to agricultural year (July-June) 

2 .  Ner output has bee11 taken as 87.5 per cent of the gross output. 12.5 per cent being provided for feed, seed requirenlents and 
wastages 

3. Net availability = Net production (+) Net imports (-) change in Government stocks 

4.  Figures In respect of change In stocks with trader and producers a e  not available. The estimates of net availability should not. 
therefore. be taken to be strictly equivalent to consumption. 

5or11.c'r : Economic Survey. 
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Table 111-7 : Procurement And Minimum Support Prices 
(Marketing Year) 

(Rs.per quintal) 

Sr Commodlty 
No. 

Season TY F Varier y 1993-94 1994-95 

Foodgrains 

I Paddy 

2 Paddy 

3 Paddy 

4 Wheat 

5 Jonar 

6 Balra 

7 Malze 

8 Rag1 

9 Barley 

10 Gram 

I I Moong 

I? Urad 

I 3 f u r  

Non-Foodgrains 

I? Groundnut ( ~ n  shell) 

15 Soyabean 

16 Soybean 

17 Sunflowerseed 

I Y RapeseedIMustard 

19 Tona 

20 Safflowerseed 

21 Copra 

2 2  Colton 

23 Cotton 

2-1 Jute 

25 Sugarcane @ 

26 Tobacco 

27  Tohacco 

0ct.-Sept. 

0ct.-Sept. 

0ct.-Sepr. 

April-March 

0ct.-Sept. 

0ct.-Sept. 

0cr.-Sept. 

0ct.-Sept. 

April-March 

April-March 

April-March 

April-March 

April-March 

Nov.-Oct. 

Nov.-Ocr 

Nov -0ct  

Nov.-Oct. 

April-March 

April-March 

Aprll-March 

Jan.-Dec 

Sept.-Aug. 

Sept.-Aug. 

July-June 

Ocr-Sept 

March-Feb. 

March-Feb. 

Common 

Fine 

Super F ~ n e  

FA Q 
FA 0 

FAQ 

FAQ 

FAQ 

FAQ 

FAQ 

FAQ 

FAQ 

FAQ 

M FA Q 

M BLACK 

h4 YELLOW 

M FAQ 

M FAQ 

M FAQ 

M FAQ 

M FAQ 

M F-414\H-777 

M H-4 

S TD-5 

s FAQ 

M VFC-F2 

M L-2 

M . h l ~ n ~ ~ n u ~ n  Supporl Price. P : Procurement Price. 

S . Statutory Mlnimum Price. FAQ : Falr Average Quality 

S . lncludlng a Central bonus of Rs 7-5 per quinlal 

@ These pnces are llnked to a baslc recovery of 8.5 per cent with a proportionate premium for every 0.1 per cent increase above that level. 
. The rates are linked to a basic recovery rate of 8 .5 per cent, subject to a pnnlium of Rs. 0.54 during 1995-96 and Rs. 0.57 during 1996-97. 

for every 0.1 percentage point Increase in the recovery above that level. 

S o l o ~ e  - hlln~stry of Agriculture. 
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Table 111-8 : Procurement of Foodgrains 

(Million tonnes) 

Year Procurement Procurement as 
( April-March) Percentage of 

Rice Wheat Total Producrion 

Rice Wheat 

I 2 3 4 5 6 

Apnl-June 1995 

Apnl-June 1996 

- -- -- - -  -- - ~~p 

P . Provisional. 

Note : Flgures In brackets are percentage variations over the previous yearlqua~ter. 
Totals may not tally due to rounding off. 

Source : Ministry of Food 

Table 111-9 : Central Issue Prices of Foodgrains 

(Rs.per quintal) 

Effective Date Rice Wheat 

Common F~ne  Super 
F ~ n e  

I 2 3 4 5 

June 1.1990 

December 28.1991 

January 11.1993 

February 1.1994 

* . Effective May I, 1990 

Note : Figures in brackets are percentage variations over the previous year. 

So111.c.e : M~n~st ry  of Agncul~ure 
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Table 111-10 : Off-Take of Foodgrains 

(Million tonnes) 

Ye31 Rice * Wheat* Total 
(Apr~l-March) 

1991 -92 10.26 10.48 20.74 
(30.70) (27.49) (29.06) 

1992-93 9.69 7.70 17.39 
(23.44) (-6.33) (8.21) 

1993-94 9.02 8.86 17.88 
(-4.45) ( 14.77) (4.20) 

1991-95 8.59 10.16 18.74 
(-4.77) (14.67) (4.8 1 ) 

1995-96 13.54 12.23 25.77 
(57.63) (20.37) (37.5 1 ) 

1995 2.7 1 1.67 4.38 
(Apl-11-June) 

1996 2.78 2.41 5.19 
(Apr~l-June) (2.58) (44.31) (18.49) 

* lnclud~ng quantlty sold under Jawahar Rozgar Yojana, welfare schemes and Open Market Sale. Open Market Sale scheme was started in 
October 1993 for wheat and in January 1994 for R~ce.  

Nore : To~als may not tally due to rounding off. 
F~gures In brackets are percentage variations over the previous yearlquaner. 

3olrrc.e : Ll~~listry uf Food 
Table 111-11 : Stocks of Foodgrains 

(Million tonnes) 

As at Rice Wheat Total' As percentage of Norms 
End-March 

Rice Whcat Total 

I 2 3 4 5 6 7 

June 1995 17.1 1 19.38 36.49 185.98 147 94 163.63 

June 1996 P 13.33 14 14  27.77 144.89 110.23 124 53 
(-22.09) (-25.49) (-23.90) 

Nornts of Stocks 

A s  on Ricc Wheat Total 
- - 

I 2 3 4 

Apr~l I 10.80 3.70 14.50 

J u l y  I 9 .20 13 10 22 30 

October I 6 00 I0 60 16.60 

January I 7.70 7.70 15.40 

P : Prov~sional 
* : lnclud~ng coxsegalns 
h'ore : Figures i n  palanthesis are percentage \,ariation over the previous year. 
So~~r.c.e . Fvlinistry of Food. 
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Table 111-12 : Rice : Area,Production and Yield (Season wise) 

Year Area under Production Yleld per 
cultivation (Million tonnes) hectare 

(M~llion (kg.) 
hectares) Target Achievement 

I 2 3 4 5 

Kharif 

1991-92 39 59 68.50 66.37 1676 
( -0  28) (4.26) (0.08) (0.35) 

1992-93 38.90 68.75 65.24 1677 
(-1.74) (0.36) ( -  1.70) (0.04) 

1993.94 39.14 69.50 70.72 1807 
(0.62) (1.09) ( R .40) (7.74) 

1994-95 P 38.80 70.00 7 1.40 1840 
(-0.87) (0.72) (0.96) (1.85) 

1995-96 P 39.50 71.00 69.69 1764 
( 1  80) (1.43) (-2.39) (-4.12) 

Rabi 

199 1-92 3.06 8.00 8.3 1 2716 
(2.34) (0.00) (4.27) ( 1.88) 

1992-93 2 87 8.5U 7.62 2655 
(-6.2 1) (6.25) (- 8.30) (-2.23) 

1993-94 3.40 8.50 9.57 2815 
( 1  8.47) (0.00) (25.59) (6.0 1 )  

1994-95 P 3 44 8.50 9.76 2837 
(1.18) (0.00) (1.99) (0.80) 

1995-96 P 3.41 9.00 9.77 2839 
(0.03) (5.88) (0.10) (0.07) 

Total 
(Kharif + Habi) 

199 1-92 42.65 76.50 74.68 1751 
(-0.09) (3.80) (0.52) (0.62) 

1992-93 41 78 77.25 72.87 1744 
(-2 01) (0.98) (-2.42) (-0.39) 

1993-94 42 54 78.00 80.30 1888 
( I  .82) (0.97) (10.20) (8.23) 

1994-95 P 42.24 78.50 81.16 1921 
( -071)  (0.64) ( 1.07) ( 1.79) 

1995-96 P 42.94 80.00 79.46 1850 
( 1  66) (1.91) (-2.09) (-3.69) 

Nore : F~gures in brackets are percentage vanations over the previous year. Totals n~ay not tally due to rounding off. 
5oiir.i.e . h41nlstry of A.grlculture 

Table 111-13 : Wheat : Area,Production and Yield 

Area under Production Yield per 
cultivation (Million tonnes) hectare 

(hlill~on (kg.) 
hectares) Target Achievement 

P Provisional. 
A'ort' : Figures In brackets are percentage variations over the previous year. Totals may not tally due to roundlng off. 
So1i1i.e : Min~stry of Agr~culturt. 
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Table 111-14 : Coarse Cereals : Area,Production and Yield (Season wise) 

Year Area under Production Yield per 
cultivation (Million tonnes) hectare 

(Million (kgs.1 
hectares) Target Achievement 

I 2 3 4 5 

Iiharif 

Rabi 

Total 
(Kharif + Rabi) 

N o f e  : F~gures In brackrrs are percenrage varlatlons over the previous year. 
Totals may not tally due to rounding off. 

SIIIII-cc Ministry of Agriculture 
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Table 111-15 : Total Oilseeds: Area,Production & Yield (Season- wise) 

Yex 
(November- 
October) 

Area under Production Production Yield per 
cultivation Target (lakh hectare 

(lakh hectares) (lakh tonnes) (Kgs.) 
tonnes) 

- - 

Kharif 

199 1-92 

Rabi 

1991-92 

Total 
Kharif+Rabi 

1991-92 

1992-93 

1993-94 

1994-95 P 

1995-96 P 

P : Prov~sional. 

Note : Figures in brackets are percentage variations over the previous year. 

Source : Min~slry of Agncullure 
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Table 111-16 : Nine Major Oilseeds : Area, Production & Yield 

- -- -- - 

Ollseeds Area Production Production Yield per 
Year (lakh Target (lakh hectare 
t Nov-OCI) hectare) (lakh tonnes) (kgs.) 

tonnes) 

1 2 3 4 5 

Groundnut 
(in shell) 

Rapeseed1 
Mustard 

1991-92 

Sopabean 

1991 -92 

Sunflower seed 

199 1-92 





111-26 REPORT ON CURRENCY AND FINANCE, 1995-96 

Table 111-17 : Cotton (Lint) : Area, Production and Yield 

Year 
(September- 
Augusl) 

Area under Target Production Yield 
Cultivation (million bales (million bales Kgs.lhectare 

(million hec~. )  of 170 kg. each) of 170 kg. each) 

P : Prov~sional. 

Note . F~gures in brackets are percentage variation over the year. Annual data are not strictly comparable due to changes in coverage 
method of estimation. 

Sorirce . M~nistry of Agriculture 

and 

Table 111-18 : Supply-Demand Position of Cotton (CAB'S Estimates) 

(M~llion bales of 170 kgs. each) 

(September-August) 

1993-94 1994-95 1995-96 

I 2 3 4 

I. Supply (1+2+3) 

I .  Open~ng Stock 

2. Crop 

3 lmpons 

11. Demand (7+8) 

4. Mill Consumption 

5 Small Sp~nners' Consunlption 

6 Ex-factory Consumption@ 0.80 0.95 0.95 
( - )  (18.75) ( - )  

7 Total Domestic Consumption 12 70 13.51 14.85 
(4+5+6) (1.60) (6.38) (9.92) 

8. Expons 0.39 0.11 0.80 
(-7 1.74) (-71.79) (627 27) 

111. Closing Stock (1-11) 2.68 3.50 3.60 
(-19.28) (30.60) (2.86) 

Note Figures in brackets are percentage variat~ons 

@ : lnclud~ng Ambar Charkha. Dressing Factor~es & Waste Spinning Units. 

Source . Cottoll Advisory Board. 
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Table 111- 19 : Raw Jute and Mesta : Area, Production and Yield 

Year Area under Production Production Yield per 
(July-June) Cultivat~on Target (million bales hectare 

(mill~on hect ) (million bales of 180 kg.each) (000 Kg ) 

of 180 kg.each) 

P : Prov~s~onal. 

Nore : F~gures In brackets are percentage varrarlons over the year 

Sorr~-re : Ministry of Agriculture. 

TABLE 111- 20 : Supply-Demand Position of Raw Jute and Mesta 

(Million bales of 180 kg. each) 

I .  Supply (1+2+3) 

I Opening Stock" 

2 Crop 

3. Imports 

11. Demand (6+7) 

4 Mill consumption 

5 .  Other Do~~iesric 0.50 0.60 0.60 0.60 

Consu~npr~o~l 

6 Total Donlest~c 

consunlprlon (4+5) 

7 Expon\ 

111. Closing Stock (1-11) 

(20.00) 

8.75 

(3.67) 

Neg. 

(0 00) 

8.58 

( -  1.94) 

Neg 

E : Esri~nated 

" . Open~n? ,lock f~gures for all the years are taken according to the larest balance sheer Issued by the Office of the Jute Cornrn~ssioner. 

Nore . F~gures In  brackets are percentage vana~ions over the previous year. 

Sourse : Oft~ce Of the Jute Commissioner. 
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Tahle 111- 21 : Sugarcane - Area, Production and Yield 

\'C.II -\[en u ~ ~ d c r  TAI get I'roducrlon Yield pel 
c0ilohc1 - Cult l \a t~on ( ~ n ~ l l ~ o ~ l  ( rn~ l l~o l i  hectare 
Sel)tc111he1 I ( I I I I I I I O I ~  tunner) ~ ~ I I I I ~ \  I 1000 Kg ) 

hect ) 

100 I - 0 2  3 8.4 2 3 0  O(l 254 00 66.15 
(4.18)  (4.5.5) i s 3 7 1  ( I  15) 

1902.97 3 57 7-13 01) 228.03 63.87 
(-7.03) (5  651 ( -10  22) ( -3  431 

100 1 ~ 0 4  3 42 750 00 22C) 66 67 15 
(-4 201 (2 88)  ( 0  71 1 (5.13) 

I (104-9i 1' 3  82 250 00 77 1.23 71 00 
I I 1  70) (0 00) ( I8 . lO)  (5.73) 

I 905-~)0  P 4 I 1  255 00 2SO 49 68 25 
( 7  591 ( 2  00) (3 .41)  ( -3  881 

P PI<>\ l\lOnal 

' I  F I ; U I . ~ S I ~  br;lcLstc arc percc11l~:e \ . I I I . - I ~ I I ) I ~ >  o\'cr lhc \car  

Table 111-22 : Tea : Area, Production and I'ield 

~ - 

Yc,lr .A~.en undcr Product~on Producr~on Y~e ld  
I J ~ I I L I J ~  Culti\allon Tar gcl ( ~ n ~ l l i o n  Lgs 1 (h~ . /hec ta r t  1 
L)ec?~nhc~ I rlakh hecr ) crnlll~on 1;:s ) 

I 2 3 4 .i 

I L J O  1 4  19 735 00 754 10 1800 
(0 48) ( 2  CIS) (4  70) (4  20)  

I F I ~ U I ~ '  I n  h r ; ~ c h e t ~  ale pzr~cntape vnr~alrons over the year. 
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Table 111-25 : Area Under High Yielding Varieties (HYV) 

(Million hectares) 

Crop 
199 1-92 1992-93 1993-94 1994-95 1995-96 

(Target) 
Area percentage of Area Percentage of Area Percentage of Area Percentage of 

Under HYV area to Under HYV area to Under HYV area to Under HYV area to 
H Y V  total cropped HYV total cropped HYV total cropped HYV total cropped 
area area area area 

I 2 3 4 5 6 7 8 9 10 

Paddy 28 0 65.7 27.5 65.9 28.9 68.8 31.0 74.6 31.2 
(2.2) (-1.8) (5.1) (7.3) 

Wheat 20.5 88.1 21.7 88.2 22.0 88.4 23.3 90.7 23.3 
(-2.4) (5.9)  (1.4) (5.9) 

J o ~ a r  6.8 55 0 6 9 53.1 6.8 52.7 7.1 60.2 9.0 
(-4 2 )  ( 1  5 )  (-1 4) (4.4) 

Bajra 5 1 53.8 5.6 52.8 5.1 53.7 5.4 53.4 6 . 9  
(-%3) (3.7) ( -8 9 )  (5.9) 

Ma~ze 2 8 -17.8 2.6 43.6 2.7 45.1 3 .4  . 54.9 3.5 
( 7  7 )  (-7. I ) (3.8) (25.9) 

Rag1 I . 2  56.3 I I 57.6 1 .2 62.8 1 . 1  58.4 1 . 1  
(0.0) (-8.3) (9.1 ) (-8.3) 

Total 64.7 65.4 66.7 71.3 75.0 
(-0.5) (1.1) (2.0) (6.9) 

Note : F~gures in brackets are percentage varnations over the previous year. 

S ~ I I I L . ~  - Economic Survey. 

Table 111-26 : Fertiliser Consumption 

(Million tonnes) 

Ycar 
(Apl-11- March) 

Nitrogenous Phosphat~c 

( N )  (P)  

Potassic 
(K) 

Total 
(N+P+K) 

Note . F I ~ U I - e s  In brackets are percentage variations over the previous year 

Source : Econorn~c Survey 
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Table 111-27: Trends in Consumption of Selected Agricultural Inputs 

Items Unit 1990-9 1 1991-92 1992-93 1993-94 1994-95 1995-96 
Target 

- ~ 

A. Producrionld~stribution of seeds 

i) Producr~on of breeder seeds Thousand quintal 33.89 33.90 35.98 36.82 39.42 42.65 

ii) Foundation seed producrion Lakh quintal 3.35 3.74 3.93 4.06 4.73 4.76 

I I ~ )  P~.oduction of certified seeds Lakh qu~ntal - - - - - 

iv) D~stribution of certified Lakh quintal 57.10 57.50 60.33 61.00 65.00 68.80 
qual~ty seeds 

B .  Consumption of Pest~c~des Thousand toanes 82.00 72.10 75.00 @ - - 73.65 
(Techn~cal Grade Material) 

Q : Estimated 

Nor available 

Solrrce : M~n~st ry  of Agriculture. 

Table 111-28: Development of Irrigation Potential 

(Million hectares) 

Item Ulrimate Created upto Cumulative Achievement Achievement Anticipated Cumulative Targets 
VlI Plan Achievement during during Achievement Achievement (Additional) 
1985-90 upto end of Annual Plan Annual Plan dur~ng upto end of 1995-96 

1990-97- 1992-93 1993-94 1994-95 1994-95 
(Anticipated) 

I 2 3 4 5 6 7 8 9 

A .  Major and medium 58 50 29.92 30.74 0.39 0.47 0.67 32.27 0.77 
irrigation 

B .  Minor ~rngation 5.500 46.60 50.35 1.53 1.40 1.5 1 54.79 1.59 

a) Surface water 15.00 10.98 11.46 0.16 0.16 0.15 11.93 0.16 

b) Ground water 40.00 35.62 38.89 1.37 1.24 1.36 42.86 1.43 

Total (A+B) 113.50 76.52 81.09 1.92 1.87 2.18 87.06 2.36 

S ~ L I I T - e  : M~nisrry of Water Resources 
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'I'able 111-29 : Financial Outlays on Major, Medium and Minor Irrigation 

(Rs. Crore) 

Itrn~ V11 Plan 1990-92 1992-93 1993.91 1991-95 1995-96 
(1985-90) (A) (Outlay) 

I 2 3 4 5 6 7 

H M I I I U ~  lr~lgarlon 6179.30 3030.07 1806.09 1923.93 1082 40 1710 15 

I )  Gn\ern~nent Sector 3118 35 1680 48 994 59 1048.31 1078 83 1520.15 

Total ( .4+B) 17286.59 8489.22 4853.41 5639.33 5679.98 7766.13 

5 o ~ 1 1 t c  hl~nlsrr) ot Water Resources 

Table 111-30 : Achievements under Command Area Developenlent Programme 

( M ~ l l ~ o n  hectcl~es) 

VII PI311 Cumulat~ve 1995-96 Targets 
( 19Xi-86 - 1989.90) Achi\.e~nent (Targets) for Vlll 

I ~ ~ I I I  1111 F ~ v e  Year 
Target Ach~vemenr 1994-95 Plall 



CHAPTER IV 

INDUSTRIAL PRODUCTION* 

Industrial sector performed exceedingly well 
during 1995-96. Consolidating upon the earlier 
gains of ljberalised policy measures, the robust 
performance of the industrial sector during 1995- 
96 at 11.8 per cent in comparison with 9.4 per cent 
during 1994-95 was largely engineered by strong 
growth of 13.3 per cent recorded by the 
manufacturing sector. The two other major sectors, 
i.e., 'mining and quarrying' and 'electricity 
generation', however, recorded decelerated 
performance, the growth rates being 6.9 per cent 
and 8.2 per cent, respectively, during 1995-96 as 
.against 7.5 per cent and 8.5 per cent, respectively, 
during the preceding year (Table IV-1). Accelerated 
growth of the overall industrial sector was rendered 
possible by a number of measures which included, 
inter alia, a significant deregulation and delicensing, 
an extension of MODVAT to several industries, a 
reduction of corporate taxes, further rationalisation 

and reduction of customs and excise duties to 
impart cost advantages and a liberalisation of 
imports. The upsurge was also facilitated by the 
initiatives taken by the State Governments in the 
reform process and implementation of new 
industrial policies. 

Manufacturing Sector 

Disaggregated analysis of the manufacturing 
sector at the two-digit level indicates the following 
groups of industries as the main contributors to 
acceleration of growth in the manufacturing sector: 
transport equipment (23.7 per cent), machinery, 
machine tools and parts (21.3 per cent), electrical 
machinery (20.5 per cent), beverages, tobacco and 
tobacco products (19.5 per cent), metal products 
(17.9 per cent) and wood and wood products (16.6 
per cent) (Table IV-2). A number of capital goods 

Graph IV-1 
Quarterly Growth based on Deseasonalised 

General Index (Base 1980-81 = 100) 

Year 

Quarterly Growth Trend L~ne 

* This Chapter covers information available upto November 1996. 
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industries. such as electrical machinery and 
transport equipment registered good performance 
on account of policy initiatives undertaken during* 
1994-95 such as MODVAT extension and 
imposition of countervailing duties on par with 
domestic excise duties. The growth rate of electrical 
machinery. inspite of being high at 20.5 per cent 
in  1995-96, had decelerated from 32.6 per cent in 
1994-95. The other industry which registered 
decelerated growth was paper and paper products 
at 10.9 per cent as against 14.8 per cent in 1994- 
95. A notable feature of the overall industrial 
performance during 1995-96 was that no group 
registered a decline in production whereas in 1994- 
95 four groups, viz., beverages, tobacco and tobacco 
products. basic metal and allied products, cotton 
textiles. and jute, hemp and mesta textiles recorded 
declines. Thus, the buoyancy witnessed by the 
manufacturing sector during 1995-96 was broad- 
based and well spread out over the industry groups. 

Use-Based Classification 
Although the classification of data in terms 

of IIP general and its 3 sectors as well as main 
industry groups/sub-groups is useful for gauging the 
overall and sectoral trends, it  is the use-based 
classification of industries which provides deeper 
insights into demand and production structure and 
the linkages among different use-based segments 
within the industrial sector. 

Analysis of use-based classification of 
industries indicates that all the groups experienced 
accelerated growth rates during 1995-96 excepting 
the capital goods segment. The capital goods group 
also recorded a high growth of 18.2 per cent in 
1995-96 on top of the sharp rise of 24.8 per cent 
witnessed in 1994-95 (Table IV-3). 

Inspite of having reduced contributions from 
mining and quarrying, and electricity, the basic 
goods sector as a whole recorded accelerated 
growth of 8.8 per cent in 1995-96 in comparison 
with that of 5.6 per cent in 1994-95 mainly due to 
robust performance by nitrogeneous fertilisers, 
saleable steel and aluminium and aluminium 
products. The growth of intermediate goods which 
was dismal at 3 .7  per cent in 1994-95 was 
considerably stepped up to 10.8 per cent in 1995- 
96. Among the intermediate goods, high growth was 
witnessed by auto-ancillary and parts and cotton 
textiles and yarn. The consumer goods sector 

registered accelerated growth of 12.6 per cent 
during 1995-96 mainly due to the spectacular 
performance of the consumer durables sector which 
showed a growth rate of 37.1 per cent as against 
10.2 per cent in 1994-95. Automobile industry 
contributed the most to such a high growth of the 
consumer durables segment. On the contrary, the 
consumer non-durables sector experienced a 
subdued performance at 6.5 per cent which was 
lower than that of 8.3 per cent in 1994-95. This 
was mainly due to the poor performance of tea, 
cigarettes and tobacco products,  and basic 
pharmaceuticals industries. 

In terms of relative contribution, the capital 
goods group contributed much higher share of 3 1.7 
per cent during 1995-96 (48.0 per cent in 1994- 
95) to the overall industrial growth vis-a-vis its 
weight of 16.43 per cent in IIP. Similarly, consumer 
durables segment contributed as much as 12.8 per 
cent (4.4 per cent in 1994-95) as against a weight 
of only 2.55 per cent in IIP. Basic goods ,  
intermediate goods and consumer non-durables 
sectors contributed much less to the accelerated 
industrial growth during 1995-96 vis-a-vis their 
weights in the IIP . Emergence of capital goods 
group as a leading contributor to the industrial 
buoyancy since 1994-95 is reflective of growing 
importance of this segment in the changing 
industrial structure. Thus, industrial growth is no 
more largely dependent upon consumer goods 
sector, rather it  is driven by investment demand. 
This development would help improve capital 
formation as capital goods constitute a major 
component of the physical stock of capital in the 
economy. Production of new vintage of capital 
goods that compete with imports of capital goods, 
is likely to enhance productivity. Given that the 
linkages are much higher for the capital goods 
industries, this pattern of growth can set in motion 
mutually reinforcing growth impulses for a broad- 
based and sustainable industrial growth. However, 
this will be incumbent upon the overall rate of 
investment in the econotny. 

Infrastructure Industries 

The performance of selected infrastructure 
industries, viz., coal, saleable steel, cement, 
electricity, petroleum crude and petroleum refinery 
products indicated a mixed-trend during 1995-96. 
However, their composite index (28.77 per cent 
weight in IIP) showed marginally decelerated 
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growth of 7.9 per cent vis-a-vis 8.1 per cent cent in 1995-96 as compared to the very high 
achieved in 1994-95 (Table IV-4). While coal, growth rate of 19.3 per cent in the previous year. 
saleable steel and cement registered higher growth The output of petroleum refinery products increased 
rates over the year. the performance of electricity, at a decelerated rate of 3.6 per cent in 1995-96 as 
crude petroleum and petroleum refinery products compared to 4.1 per cent in the previous year. 
showed deceleration. Coal production increased by 
6.4 per cent as against 3.1 per cent in 1994-95. 
Saleable steel recorded marginally accelerated Infrastructure Services 
growth rate at 8.9 per cent as against 8.3 per cent 
i n  1994-95. Cement industry recorded substantial 
acceleration by posting a growth rate of 11.2 per 
cent as against 7.6 per cent in 1994-95. Electricity 
sector, which had been performing consistently well 
i n  the previous three years, experienced marginally 
decelerated growth rate at 8.2 per cent in 1995-96 
as against 8.5 per cent in 1994-95. Production of 
crude oil registered a lower growth rate of 7.2 per 

Realising the need for according special 
attention to improving India's infrastructure - 
power, roads, ports, airports and telecommuni- 
cations for achieving higher and sustained rates of 
growth, the Government has taken several policy 
initiatives, especially to encourage entry of private 
sector in the field of infrastructure services (See 
BOX IV-1). 

Private Sector Participation in Power Sector 

Historically, power generation in India was predominantly the responsibility of the Government with a 
relatively small contribution coming from the private sector. However, with a view to augmenting the 
availabiliry of power and bridging the existing large shortfall, greater participation from private operators 
including the foreign companies in generation, supply and distribution of electricity has been encouraged 
by issue of guidelines i n  October 1991. The norms laid down in the guidelines are to operate as mere 
ceilings. The States have to negotiate within the framework of those guidelines, as electricity is a concurrent 
suhject. The guidelines ensure a 16 per cent post-tax return, and permit a liberal debt-equity ratio of 4: 1. 
In addition, import duties on power equipments have been reduced and new power projects have been 
allowed a five-year tax holiday. The Government of India also pushed through the necessary legislative 
changes in the Indian Electricity Act, 1910 dealing with the supply and use of electrical energy and the 
rights and obligations of the licensees and the Electricity (Supply) Act 1948 dealing with the statutory 
powers and functions of the Central Electricity Authority (CEA), State Electricity Boards (SEBs) and the 
generating companies. Private participation i n  power generation as visualised in the guidelines could 
broadly be placed under four categories : captive power generation plants. generation and dislribution of 
power in specific areas, generation fur bulk supply to SEBs and addition to existing licences. 

In the context of private sector participation in power projects, the issue of counter- guarantee offered by 
the Government of India to bolster confidence of the private entrepreneurs has assumed significance. For 
the first eight "fast track" private power projects being set up in India. the Central Government has 
agreed to provide "backstop" perfornlance guarantee to assure investors that in a power sales transaction, 
the amount due from the power purchasing State Electricity Boards (SEBs) would be paid. The logic 
behind offering counter-guarantees, which are meant to be transitional measures, is to instill confidence 
in the private power producers about the payments, as many of the SEBs have been in huge deficits. 

The response to the pol~cy changes has been encouraging. As on March 31, 1996, 194 offers for setting 
up power plants have been received and are under different stages of clearance. Of these, 52 offers are 
from foreign private flrms including NRIs and Joint-Venture proposals. Sixteen of these proposals have 
been approved by the Central Government from foreign investment angle. As on March 31, 1996, 972.3 
MW has been added by the existing licensees and new generating companies. 

Many new steps have been taken up recently to encourage private participation in power sector which 
include the prep~ration of a model power purchase agreement, the finalisation of the first bulk power 
transmission company i n  Karnataka, the raising of the limit of power projects requiring techno-economic 
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clearance froin the Central Electricity Authority from Rs.400 crore to Rs.1000 crore, the proposal to 
introduce autonlatic FDI approval i n  power sector, the provision of "fast track" status to all the private 
power projects, the setting up of an Infrastructure Development Finance Cornpany (IDFC) with 
contributions from the Government, the RBI and financial institutions to finance infrastructure projects 
including those i n  power sector. the grant of eligibility of private power projects for multilateral loans, 
and the ~nvolvcnierlt of private sector in renovation and modernisation of existing plants. 

Tc7/econ~~~i~~~lic~~~fiu~z~ be available in most cities throughout the country 

The liberalisation of the economy since July by the end of 1996-97. Value added services such 
as electronic mail (E-mail), voice mail, audiotext. 1991 has opened new vistas for the telecom sector. 
64 kbps data service using VSAT videotext, video 

The entire telecom equipment manufacturing conferencing and credit card authorisation have 
industry has been placed under the delicensed and been opened to the private sector and become 
dereserved category with automatic approval of on commercial basis i n  many parts of 
equity holding upto 5 1 per cent by foreign investors the country. 
in the tnanufacture of all telecom equipments. 

With a network of 119.78 lakh lines at end- 
March 1996. the Indian telecommunication is 
poised for giant leaps to meet the challenges of 
the growing economy. During 1995-96, the 
additional switching capacity of 10.9 lakh lines was 
added which was higher by 28.0 per cent than that 
achieved in the preceding year. Correspondingly, 
the new telephone connections recorded an increase 
of 20.8 per cent, though this indicated a shortfall 
from the target by 4.6 per cent. Rural areas in 
particular benefited from this development. The 
target for new connections during 1996-97 has been 
fixed at 24.5 lakh lines. During April-June 1996- 
97. 2.8 lakh new connections have been provided, 
representing a growth of 18.3 per cent over the 
cor~.esponding period of the previous year. 

The National Teleconi Policy (NTP) of May 
1994 has been considerably liberalised to allow 
participation of companies registered in 1ndi;i in 
basic telecoln services with a view to supplemen- 
ting the efforts of Department of Telecommuni- 
cations (DOT). Companies registered in  India have 
already been granted licences for providing basic 
telephone services for 15 years in five service areas. 
Cellular phone service has already started on a 
comlnercial basis i n  Delhi, hlumbai (Bornbay), 
Calcutta and Chennai (Madras). Seventeen new 
service areas would be cowred shortly. 

The Radio Paging Service ha5 now become 
operational in 23 major cities and is expected to 

India has a massive road network of two 
million krns. which is among the largest in the world. 
The share of national highway has come down to 
less that1 two per cent of the total road network but 
carries nearly 40 per cent of total road traffic. Road 
traffic which accounts for about 80 per cent of the 
passengers and 60 per cent of goods traffic needs 
massive overhaul as its share in both passenger 
traffic and goods traffic is expected to grow in the 
coming years. This can be rendered possible only by 
rnassive investment beyotld the capacity of the 
Government. Accordingly, the National Highway 
Act was amended in 1995 to allow private sector 
participation in road projects. Thane-Bhiwandi by 
pass is one such project which has already been 
awarded on Build, Operate and Transfer (BOT) 
basis. 

The Indian Railways have a vast network 
spread over 62,660 kms. out of which I 1,793 kms. 
are electrified accounting for 18.8 per cent of the 
total route kilometrage. The major revenue earning 
freight traffic consists of comnlodities such as coal. 
raw materials for steel plants, pig iron and finished 
steel from steel plants, iron ore for exports, cenient, 
foodgrains. fertilisrrs. POL, etc. During 1995-96. 
freight traffic at 390.57 MT fell short of target by 
1.9 per cent. However, the growth rate of freight 
traffic at 7.0 per cent in 1995-96 was much higher 
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as compared to a low growth of 1.9 per cent in 
1994-95. 

The thrust areas identified for the Eighth Five 
Year Plan include modernisation and replacement 
of overaged assets. gauge conversion, electrification 
and augmentation of terminal and rolling stock 
capacities. In addition, the Railways have devised 
new marketing strategies to attract freight traffic 
from roadways. These include setting up of 
Conta~ner Corporation of India (CONCOR) for 
providing door-to-door services for domestic users, 
bulk transportation. etc. Other developments consist 
of introduction of trains for timely movement of 
export containers, leasing out of brake-van to 
customers for assured transportation between fixed 
points, introduction of long distance special parcel 
service between Mumbai and Delhi ,  Delhi- 
Mughalsarai, and introduction of Own-Your-Wagon 
scheme to invite private sector investment for the 
ownership of railway wagons. 

With l l major ports and 139 minor ports along 
a coastline of 5560 kms., Indian ports handle 
considerable amount of cargo. Cumulative cargo 
handled at major ports was 2 149 lakh tonnes during 
1995-96. This was higher by 9.0 per cent than that 
in  the previous year and exceeded the target of 2020 
lakh tonnes by 6.4 per cent. However, a shortfall 
was experienced in the case of ports at Haldia (1.2 
per cent) and Mormugao (5.7 per cent). The coastal 
shipment of coal I J ~ L ~  Haldia fell short of target by 
22.1 per cent. 

During 1996-97. the target of cargo handling 
at ports is fixed at 2020 lakh tonnes. Productivity 
of the ports has improved in recent years and there 
has been significant improvement in average ship 
turnaround rime and output per ship berth day. 
However, labour and equipment productivity levels 
are low on account of surplus work force at ports, 
outdated equipments and operational constrnints. It 
is imperative to improve productivity of labour and 
equipments in order to get better results and 
improve cargo handling capacity. In order to attract 
pri \late investments along with modern technology, 
privatisation of port facilities has begun. Many 
activities have been offered for private participation. 
Two dry docks at the Calcutta dock have been 
privatised and a proposal for leasing out two berths 
is under consideration. At the Haldia dock complex, 

two berths have been leased out to SAIL and 
TlSCO and offers have been invited for 15 more 
berths on BOT basis. Proposals for privatisation at 
other ports are also under consideration. 

Domestic and passenger air traffic have made 
rapid strides over the years. The Indian Airlines 
and Air India carried almost 10 1.1 lakh passengers 
in 1994-95. The total fleet strength of Air India 
and Indian Airlines was 28 and 62 respectively 
during 1994-95. Phenomenal changes have taken 
place in the civil aviation sector in the last few 
years. The liberalisation process in the civil aviation 
took off in April 1990 with the cargo open skies 
policies which allowed international airlines to 
operate cargo flights without restrictions. The Air 
Taxi operators scheme, launched in 1990, was 
meant to play a feeder role to Indian Airlines as 
non-scheduled operators. The repealing of the Air 
Corporation Act 1953 on March 1, 1994 ended the 
monopoly of lndian Airlines, Air India and 
Vayudoot over scheduled air transport services. 
Private operators were granted scheduled airlines 
status and 19 air taxi operators have been given 
permit for charteredlnon-scheduled air transport 
services. The growing competitiveness in this sector 
has resulted in improved services, and by end- 
March 1995. 35.6 per cent of the market was being 
catered to by private air taxis. The number of 
passengers carried by air taxi operators was 36 
lakhs during 1994. In order to cater to the increase 
in air traffic, airport infrastructure would need to 
be enhanced. Keeping in view the resource 
constraints for such infrastructure development. 
private participation from both domestic as well as 
foreign investors is being solicited. The Airport 
Authority of India (AAI) has decided to privatise 
ground handling at Delhi and Mumbai airports to 
enhance efficiency. A number of projects like 
niodernisation of air traffic services at Mumbai and 
Delhi airports by the National Airport Authority 
(NAA), procurement and installation of airport 
surveillance Radars at Thiruvananthapuram, 
Guwahati, Hyderabad and Ahmedabad airports by 
NAA, development of 12 model airports, etc. have 
been taken up. 

Industrial performance during 1996-97 

After recording a robust performance in 1995- 
96, the industrial sector slowed down during the 
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first quarter of the fiscal 1996-97 (Table IV-I). All Industrial Restructuring 
the three major sectors, viz., mining & quarrying, 
manufacturing and electricity generation recorded 
decelerated growth rates. Manufacturing sector, 
however, recorded a higher growth rate than the 
overall industrial growth rate, aided by contribution 
from such groups as food and food products, 
machinery, machine tools and parts, transport 
equipment, chemicals and chemical products and 
electrical machinery (Table IV-2). 

According to the use-based classification, the 
groups which performed relatively well were 
intermediate goods and capital goods segments, 
while the other two segments recorded decelerated 
growth rates in 1996-97 (April-June) in relation to 
the rates registered in the corresponding period of 
1995-96 (Table IV-3). 

Reform measures since nud- 199 1 have induced 
major industrial restructuring at the micro level. 
Trade liberalisation and reduction of excise duties led 
to better inventory management through the access 
of cheaper and easier inputs. The corporates took 
strategic decisions as regards product-mix and 
diversified their product bases and resorted to 
marketing compaigns for improving their brand 
images. They strengthened their quality control 
systems and adopted ISO-9000 for gaining 
international acceptance apart from improving their 
human resource management. The corporates also 
resorted to mergers and acquisitions in order to 
exploit the economies of scale and of scope and to 
be internationally competitive. Further, the corporates 
stepped up their R&D efforts and adopted foreign 
technologies through tie-ups and strategic alliances 
with the foreign partners (Box IV-2). 

Role of R & D and Technology Upgradation in Industrial Development 

Research and Development (R&D) and technology upgradation is a continuous process, essentially aimed 
at improving the allocative efficiency of resources and of attaining international competitiveness. 

Technology acquisition in the very early stages of development is said to be largely influenced by factor 
endowments. In the later stage, however, technology accumulation would become a major source of 
comparative advantage. The cases of Japan and South Korea are clear testimonies of the above phenomena. 
Carefully articulated policies that induced technological evolution via in-house R&D efforts led to the 
phen~menal industrial success of these two countries. 

In India, technology acquired through foreign collaborations and through joint ventures has enhanced the 
technological capability of many units, since the 'eighties. However, extensive in-house efforts to master 
the imported know-how as well as their continuous upgradation has not been as much appreciated as i t  
should be. This is reflected in the abysmally low investment in R&D, notwithstanding the announcement 
of a number of fiscal incentives over the years. 

To a large extent, the inadequate supply of R&D was accentuated by the impediments to articulate the 
demand for R&D, arising out of industrial and trade policies over a long period t i l l  the mid-1991. The 
numerous controls and restrictions on plants to reach an optimal size and sophistication, to a large 
extent, destroyed the potential R&D demand at the firm level, while the failure to create competitive 
environment was perceived to be unnecessary. Further, a statutory cap on the foreign equity participation 
denied inflows of foreign technology, as the Transnational Corporations, the major providers of technology, 
were unwilling to collaborate with the latest knowledge without a controlling stake over their Indian 
partner and adequate patent protection. A majority of the policy level impediments was removed with the 
implementation of the New Industrial Policy 1991, with the sole exception of framing an appropriate 
legislation conferring the product patent in the field of pharmaceuticals, chemicals and food processing 
that is consistent with the Indian acceptance of the Uruguay Round Accord in 1994. 

A technology policy statement was issued by the Government i n  1993 after a gap of ten years setting a 
target of R&D expenditure of about 2 per cent of the GNP by 2000 A.D. It calls for a substantial 
increase in private sector participation in R&D expenditure. However, any successful policy to create a 
substantial technological capability requires an appropriate marketing strategy to utilise the research findings 
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Bos IV-2 

in  a proper institutional set-up. As the fruits of R&D can be utilised by individual firms only after 
incurr~ng considerable costs, a system of in-house R&D that is closely co-ordinated with other functional 
units is considered an efficient institutional mechanism for obtaining beneficial results, rather than relying 
on independent research output of the National Laboratories. The tecnology policy statement, thus, 
emphasized building up technological capabilities in India by stimulating individual firm-specific initiatives 
at the decentralised level. 
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Employment in Organised Sector 
Keeping in view the objective of near full 

employment by 2002 AD, the Eighth Plan strategy 
focuses not only on creation of new jobs but also 
on the 'augmentation of existing employment in 
terms of increased productivity and income through 
suitable technological  labour market and 
institutional interventions. 

In order to achieve the said target, about 940 
lakhs employment opportunities would need to be 
created during 1992-2000 AD. However, till 1995, 
only 188 lakhs jobs were created with an annual 
employment growth rate of 2.08 per cent, leaving 
a backlog of about 752 lakh jobs during 1995-2002 
with a required employment growth rate of 3.1 per 
cent per annum. A disquieting feature of the 
employment scenario has been the very high growth 
rate of labour force at 2.14 per cent, higher than 
the population growth rate of 2.1 per cent and the 
employment growth rate of 2 .08 per cent.  
Consequently, the number of unemployed increased . from 171 lakhs as at end-March 1993 to 187 lakhs 
at end-March 1995. 

Estimates of employment in the organised 
sector of the economy showed that the growth of 
employment during 1994-95 was lower at 0.5 per 
cent as compared with 0.7 per cent recorded during 
the previous year. Public sector recorded a meagre 
growth rate of 0.1 per cent as against that of 0.6 
per cent in the previous year (Table IV-5). Within 
the public sector, employment in Local Bodies 

declined by 0.2 per cent in 1994-95 as compared 
with the rise of 1.9 per cent recorded during 1993- 
94. The other branches of the public sector viz., 
Central Government, State Governments and quasi- 
Government bodies recorded marginal increases of 
0.1 per cent, 0.2 per cent and 0.1 per cent, 
respectively, over the previous year. 

A relatively high rate of economic growth 
combined with employment intensive sectoral 
growth yielding higher aggregate employment will 
be necessary for achieving the envisaged rate of 
employment growth. Raising employment in the 
aggregate will require faster growth of sectors, sub- 
sectors and areas which have relatively high 
employment potential. A geographical and crop- 
wise diversified agriculture, wasteland development 
for crop cultivation and forestry, rural non-farm 
sector, rural infrastructure, housing and services, 
small scale manufacturing, urban informal sector, 
have been identified as sectors and areas 
constituting the basic elements of an employment 
growth strategy. 

Small Scale Sector 

The small scale industry (SSI) is emerging as 
a major force in the industrial structure contributing 
increasingly in terms of production, exports and 
employment.  During the year 1995-96, the 
production of the sector is estimated to have 
increased to Rs.3,56,060 crore from Rs.2,93,990 
crore in 1994-95, recording a rise of 21.1 per cent 
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during the year ( Table IV-6). The growth of 
employment in the sector. however, remained 
stagnant at 5.1 per cent during 1995-96 as in the 
previoua year. Exports from the SSI sector during 
1995-96 at Rs.37,207 crore grew by 28.0 per cent 
over the year, which were contributed mainly by 
segments like garments, processed foods, auto 
componentx and consumer electronics. 

With appropriate back up support, both at 
financial and technological levels. the small scale 
industries have been steadily reorienting themselves 
to face the challenges posed by an increasingly 
competitive environ~nent. The Small Industrial 
Development Bank of India (SIDBI) has set up a 
Technology Development and Modernisation Fund, 
through which direct assisrar~ce to existing SSI units 
will be provided to modernise their production 
facilities so  11s to strengthen their export 
capabilities. Similarly, SlDBl has also modified the 
eligibility and other criteria for availing of the soft 
loan under the National Equity Fund Scheme. The 
Go\,ernrnent has played an important role in 
providing various promotional measures to the SSI 
sector in terms of consultancy,  training to 
entrepreneurs.  technological support for 
  nod ern is at ion and marketing, supply of raw 
materials and finance on concessional terms, 
ancillary development, formation of industrial 
estate. purchase and price support apart from 
reserving more than 800 items exclusively for the 
sector. A series of measures were also announced 
in  the Export-Import policy for the period 1992-97 
to promote external trade. simplify procedures and 
liberaliae imports. These have helped to attain a 
sustained growth in exports by the SSI sector. In 
the context of ongoing economic seforms, 
globalisation and technological changes. the 
Go\lernnient hat; undertaken a review of the entire 
SSI sector for which an Expert Com~nitree on Small 
Enterprises was set up in December 1995 under 
the Chairmanship of Dr. Abid Hussain. The 
Committee, as per terms of reference, would 
recorn~nend new policies for the development of 
small and medium enterprises as viable and eft'icient 
units in the light of technological changes and 
internntional competitiveness. 

March 1995. the outstanding bunk credit against 
sicklweak industrial units increased from Rs. 13,696 
crore as at end-March 1994 to Rs.13,739 crore as 
at end-March 1995, which constituted 13.3 per cent 
of the total outstanding bank credit to 'Industry' 
registering a decline from 17.0 per cent at end- 
March 1994. Sick SSI units numbering 2,68,815 
constituted about 99 per cent of the total number 
of sick/weak unils at 2,7 1,206. Non-SSI sicklweak 
units numbered 2391. The main reasons for 
industrial sickness in non-SS1 sicklweak units, as 
reported by the banks, were internal factors such 
as shortcomings i n  project appraisal and 
deficiencies in project management in 54 per cent 
of the cases and external factors such as non- 
availability of raw materials, power shortage, 
transport bottlenecks, financial bottlenecks and fall 
in demand. which were beyond rhe control of 
promoters/~nnnagers of the units, in respect of the 
remaining 46 per cent of the cases. 

Non-SSI Sick Unirs 

The number of non-SSI sick units increased 
~narginally from 1909 as at end-March 1994 to 1915 
as at end-March 1995. The outstanding bank credit 
to these units rose from Rs.8.152 crore to Rs.8,730 
crore over the year (Statement 28 of Vol. 11). 

Region-wise, the Western Region had the 
largest number of non-SSI sick units at 63 1, which 
accounted for 33 per cent of the total number of 
non-SSI sick units and 30.5 per cent of the total 
outstanding bank credit as at end-March 1995. 
Among the States, Maharashtra continued to have 
the largest number of non-SSI sick units, followed 
by Andhra Pradesh. West Bengal, Uttar Pradesh. 
Gujarat and Tamil Nadu. These six States together 
accounted for about 70.0 per cent of the total 
number of non-SSI sick units and 71.3 per cent of 
the total outstanding bank credit as at end-March 
1995. Industry-wise, the maximum outstanding bank 
credit was accounted for by textiles (Rs. 1,614 crore 
or 18.5 per cent of the total outstanding credit). 
follo\ved by engineering (Rs. 1,408 crore or 16.1 
per cent), eleclricals (Rs.698 crore or 8.0 per cent), 
chemicals (Rs.671 crore or 7.7 per cent) and iron 
and steel (Rs.596 crore or 6.8 per cent). 

Industrial Sickness Nofl-SSI Weak U~i i t s  

The incidence of sickness in industrial units The number of non-SS1 weak units declined 
has been a matter of concern. According to the sharply from 591 as at end-March 1994 to 476 as 
latest data on industrial sickness available upto end- at end-March 1995. The bank credit outstanding 
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against these units also decreased from Rs.1,864 
crore as at end-March 1994 to Rs.1,452 crore as at 
end-March 1995 (Statement 29. Vol.11). The major 
reduction in outstandings was in respect of textiles, 
electricals, iron and steel and metal industries. This 
was mainly due to some 'weak' non-SSI units of 
March 1994 becoming 'sick' following a total 
erosion in their net worth. 

Sick SSI Units 

The number of sick SSI units increased from 
2,56,452 as at end-March 1994 to 2,68,815 as at 
end-March 1995 (Table IV-7). The outstanding bank 
credit locked up in these units. however, decreased 
from Rs.3,680 crore to Rs.3347 crore over the 
same period. Region-wise, the majority of sick SSI 
units (45.2 per cent) were located in the Eastern 
Region, followed by the Northern Region (24.1 per 
cent), the Western Region (15.4 per cent) and the 
Southern Region (15.0 per cent). However, in terms 
of the outstanding bank credit, the Western Region 
ranked first (33.1 per cent) followed by the 
Southern Region (25.9 per cent), Northern Region 
(23.7 per cent) and the Eastern Region (17.3 per 
cent). 

Of the 2,68,815 sick SSI units, the commercial 
banks have conducted viability studies in respect 
of 2,64,914 units and have identified only 15,539 
units as viable. Of the viable units, 10,37 1 units 
were put under nursing programme by the banks. 

The Reserve Bank has been placing emphasis 
on a systematic approach to the detection of 
sickness at the incipient stage and on timely 
formulation of rehabilitation packages in respect of 
those sicktweak non-SSI units which are found to 
be potentially and commercially viable. The 
Reserve Bank continues to not only monitor the 
performance of individual banks but also guide 
banks and financial  inst i tutions in the 
implementation of sanctioned rehabilitation 
packages. The Bank has advised commercial banks 
to set up Special Cells in their Lead Offices and 
important Regional Offices for dealing with sick 
units which could detect early warning signals in 
industrial units. 

National Renewal Fund 

The Government of India established National 
Renewal Fund (NRF), vide its resolution of 

February 3, 1992, to protect the interests of the 
workers likely to be affected by technological 
upgradation and modernisation in the Indian 
industry. The overall aim of the NRF is to provide 
a social safety net for labour. 

Funds were made available to Central Public 
Sector units to implement Voluntary Retirement 
Scheme (VRS) as a mechanism for reducing their 
surplus labour force. A total of 86,977 workers had 
availed of the VRS as at end-March 1996. The 
amount released for this purpose was Rs.567 crore 
in 1992-93, Rs.481 crore in 1993-94, Rs.260 crore 
in 1994-95 and Rs.1,555 crore (provisional) in 
1955-96. 

The fund, to begin with, is of a non-statutory 
nature and may include contributions from, inter 
alia, the Government of India, State Governments, 
financial institutions, insurance companies and 
industrial undertakings. 

The National Renewal Fund has two 
constituents viz, the National Renewal Grant Fund 
(NRGF) and the Employment Generation Fund 
(EGF). 

Nutional Renewal Grant Fund 

The  NRGF deals with the immediate 
requirements of labour arising from the revival or 
closure of sick units. 

( i )  The funds will be disbursed in the form 
of grants for funding approved schemes relating to 
retraining, redeployment, counselling and placement 
services of employees affected by technology 
upgradation, modernisation, restructuring and 
revival of industrial undertakings. 

( i i )  These -funds will also be utilised for 
compensation payments to employees. affected by 
rationalisation in industrial undertakings and parts 
thereof. Such payments may be made, inter-alia, 
in the following circumstances : 

(a) When industrial undertakings or parts 
thereof are to be closed as a consequence of 
sickness as recommended by the Board for 
Industrial and Financial Reconstruction (BIFR), 
these payments may include the payment of legal 
dues and those under Voluntary Retirement 
Schemes (VRS). 
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(b) When there is a programme for labour 
rationalisation resulting from rehabilitation schemes 
for sick units as ordered by the BIFR, including 
VRS. 

( c )  For Voluntary Retirement Schemes in 
operation in public sector units, not necessarily 
requiring BIFR orders. 

(d l  Payment of compensation to workers 
affected by closure of units already under 
liquidation as may be sponsored by State 
Governments i n  approved schemes. 

( i i i )  To provide resources for interest 
subsidies to enable financial institutions to provide 
soft loans for funding labour rationalisation, if 
required. resulting from the industrial restructuring 
of weak units. 

Eiilplo~~illei~t Generation Flind 

LJnder this scheme the fund will be disbursed 
in the form of grants for approved employment 
generation schemes for both the organised and 
unorganised sectors. This may include schemes such 
as : 

( a )  Special programmes designed to 
regenerate employment opportunities in areas 
affected by industrial restructuring. 

(b) Employment generation schemes for the 
unorganised sectors in defined areas. 

The NRGF and EGF will be in operation for 
a limited period of time upto a maximum period 
of ten years from the date of their inception. 

Selected Industries 

(a) Coal 
Total production of coal during 1995-96 at 

273.4 million tonnes registered a higher growth rate 
of 6.0 per cent during 1995-96 (3.7 per cent during 
1993-95) on account of encouraging performance 
by the non-coking coal and lignite segments (Table 
IV-8). An accelerated growth of internal despatches 
of non-coking coal by 9.9 per cent during 1995-96 
reduced its year-end pit head stocks by 0.8 per cent. 
The production of coking coal, however, registered 
a steady decline over the year owing to greater 
recourse to good quality imported coking coal by 
the bulk consumers. 

The growth rate of coal consumption in the 
first three years of the Eighth Five Year Plan (1992- 
93 to 1994-95) was only 4.4 per cent. But due to 
the sharp and unanticipated increase in the demand 
for coal from the major consumers in power, steel, 
cement and fertilizer segments during 1995-96 and 
1996-97, the supply-demand gap in the country is 
likely to be 25.35 million tonnes in 1996-97 as 
estimated by the Planning Commission. In view of 
the increasing demand for coal, the Central Mine 
Planning and Design Institute Limited (CMPDIL) 
continued its exploration programme during 1995- 
96 for providing exploratory and production support 
drilling facilities. During 1995-96, a total of about 
2,72,403 metres of drilling was carried out for 
exploration. 

A near achievement of the modest coal 
production target of 274.5 million tonnes for the 
year 1995-96 was made possible by the distinct 
improvement of productivity as measured by the 
output per man shift. A notable improvement in 
the industrial relations was also noticed during the 
year as production loss on account of strikes and 
lock-outs by CIL declined from 5,24,402 tonnes in 
1993-94 to 4,47,054 tonnes in 1994-95 and further 
to 3,66,337 tonnes in 1995-96. 

Following the recommendations of the Bureau 
of Industrial Costs & Prices (BICP), a major 
decision was taken by the Government of India to 
deregulate !he price of coking coal and higher 
grades of non-coking coal by a notification dated 
March 22, 1996. Earlier, under the regime of 
administrative prices, the price revisions were 
carried out in accordance with the escalation 
formula prescribed by the BICP in order to 
neutralise the impact of escalation in input costs. 

The Government of India has also announced 
its willingness to consider foreign collaboration 
proposals based on bringing in new technologies 
in underground and opencast mining sectors and 
training related thereto as also financial assistance 
for new investment and import of equipments not 
manufactured in the country. A Joint Working 
Group on coal has been set up with Australia, 
Canada, China, France, Germany, Russia and the 
UK to identify projects for bilateral co-operation. 

(b) Iron Ore 
Total production of iron ore at 66.6 million 

tonnes registered decelerated growth at 3.3 per cent 
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during 1995-96 as compared with the high growth 
rate of 10.6 per cent during 1994-95. The 
despatches for internal consumption registered a 
lower growth rate of 8.4 per cent during 1995-96 
as against 17.6 per cent during 1994-95 (Table IV- 
9). This was more than compensated by higher 
despatches for export, which grew by 16.5 per cent 
during 1995-96 as compared with a decline of 3.0 
per cent during 1994-95. As a result, the year-end 
stocks declined by 4.3 per cent during 1995-96. 

Madhya Pradesh continued to have the largest 
share of iron ore production in the country (26 per 
cent) followed by Goa (22 per cent), Bihar and 
Karnataka (19 per cent each) and Orissa (13 per 
cent). 

(c) Cement 
Cement industry showed an encouraging 

performance for the third year i n  succession. During 
1995-96, its production and despatches accelerated 
by 11.5 per cent and 10.5 per cent, respectively, as 
compared with 7.6 per cent increase in production as 
well as in despatches during 1994-95. The higher 
production had come about only from the private 
sector units. With the bharp growth in the installed 
capacity to the extent of 16. l per- cent during 1995- 
96, entirely due to the contribution of the private 
sector, the average capacity utilisation declined to 
7 1.5 per cent i l l  1995-96 from 74.5 per cent in 1994- 
95 (Table IV-lo). 

Given the high transport intensity of the 
industry, cement production i n  1996-97 is likely to 
be affected adversely by the increase in oil prices. 
The installed capacity is, therefore, targeted to grow 
by 7.9 per cent \-is-n-vis the targeted growth rate 
of production by 9.2 per cent during 1996-97. The 
projected growth in demand is lower at 3.8 per cent 
for 1996-97. 

The m+jor problems faced by the cement 
industry during the year 1995-96 were the 
inadequate availability of coal, the poor quality of 
indigenous coal, the low availability of railway 
wagons and heavy power cuts and frequent 
trippings, particularly in major producing States like 
Madhya Pradesh, Andhra Pradesh, Rajasthan and 
Karnataka. The cement industry has been permitted 
to own and operate captive coal mines. 

(d) Iron and Steel 
The dismantling of controls over price, 

capacity addition and external trade contributed to 
high growth rate of production and export of 
saleable steel during 1995-96. The total production 
of saleable steel both by major and mini steel plants 
during 1995-96 at 18.4 million tonnes witnessed 
accelerated growth of 12.7 per cent ( 1  1.0 per cent 
in 1994-95) (Table IV-I I ) .  While the growth rate 
of 8.2 per cent by major steel plants was almost as 
much as in the previous year, the mini plants 
recorded a substantially high growth rate of 30.0 
per cent in 1995-96 on top of the 23.9 per cent 
growth i n  the previous year. Much of the growth 
was contributed by surge in exports at 19.2 per cent 
in 1995-96 as against a decline of 18.4 per cent in 
1994-95. On the other hand, the increase in 
domestic consumption was lower at 5.4 per cent in 
comparison with that of 19.5 per cent in 1994-95. 
Consequent upon increased production, imports of 
steel which increased steeply by 67.6 per cent in 
1994-95 declined by 5.3 per cent in 1995-96. The 
total production of pig iron improved marginally 
on account of good export demand and impressive 
performance by the secondary producers. 

(e) Electricity 

The overall generation of electricity during 
1995-96 at 380.1 billion kilowatt hours recorded 
decelerated growth of 8.3 per cent as compared with 
8.5 per cent during 1994-95 on account of lower 
capacity addition as well as dismal performance in 
the hydel segment this year as compared to 1994-95 
(Table IV-12 and Table IV- 13). The overall power 
generation as well as its various segments still ended 
up a little above the target set for the year 1995-96 
notwithstanding the meagre 2.6 per cent addition to 
the planned installed capacity for the year 1995-96. 

The thermal segment which accounts for 
nearly 80 per cent of the total electricity generation 
accelerated by 14.0 per cent during 1995-96 on 
account of an improvement in its Plant Load Factor 
(PLF) to 63.0 per cent from 60.0 per cent during 
1994-95. Capacity addition in the thermal segment, 
on the other hand, grew by only 3.5 per cent during 
1995-96 as compared to 6.9 per cent during 1994- 
95 and 7.1 per: cent during 1993-94. 

The demand for power increased by 10.6 per 
cent during 1995-96 as compared to 9.0 per cent 
during 1993-95 which coupled with the lagging 
generation growth aggravated the problem of power 
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shortage (Table IV-14). The overall power shortage 
increased to 9.2 per cent of the electricity demand 
during 1995-96 as compared to 7.1 per cent during 
1994-95. The Southern Region was the worst 
affected by the shortage, followed by the North- 
Eastern and Eastern Regions. 

Various steps are being envisaged by the 
Government to meet the power shortage, which, 
inter alia, include: (a) improving plant load factor; 
(b) higher generation through better production 
management, better co-ordination of fuel supply, 
renovation & modernisation of old plants; (c) better 
load management through e~tabl i~hment  of inter- 
regional grids and optimisation of system 
operations. demand management through 
rationalising energy prices, establishment of a 
network of energy management advisory service 
centres to undertake energy audit services; (d) 
reduction in consumption in energy intensive 
industries through R&D efforts and (e) creation of 
new capacity through setting up of new projects in 
the State and Central Sectors as well as by 
encouraging private sector for setting up power 
projects. 

(f) Crude Oil and Petroleum Refinery 
Products 

Production of crude oil during 1995-96 at 
34.55 million tonnes registered a lower growth rate 
of 7.2 per cent as compared to that of 19.3 per 
cent during 1994-95 in view of the decline in the 
on-shore production of ONGC units in Gujarat and 
Tamil Nadu (Table IV-15). Petroleum refinery 
product\. on the other hand, recorded marginally 
higher growth of 4.0 per cent during 1995-96 as 
compared w ~ t h  3.6 per cent in the previous year, 
despite a decline in the capacity utilisation of the 
refinery units to 103.9 per cent from 105.9 per cent 
over the year. 

On the import front, while the gross import 
of crude oil almost remained stagnant. that of 
refinery products rose sharply by 45.8 per cent 
during 1995-96 as compared with 15.5 per cent 
during 1994-95. Especially, the import of high 
speed diesel increased by 48 .8  per cent 
notwithstanding the accelerated growth in its 
production during 1995-96. 

In order to meet the rising demand of 
petroleurn products, the Government has initiated 

a number of measures - both short-term and long- 
term to augment the production of crude oil in the 
country. While the short-term measures include 
early production systems, deepening of existing 
wells and adoption of improved technology, the 
long-term measures include development of new 
fields and additional development of the existing 
fields. 

(g) Engineering Industries 

The output of engineering industry (comprising 
electrical machinery, basic metals, metal products, 
transport equipmeit and machinery, machine tools 
and parts that account for 30.5 per cent weight in 
IIP) recorded an accelerated growth of 18.2 per cent 
during 1995-96 as compared to 8.1 per cent during 
1994-95. The overall exports of engineering 
industry (including prime steel but excluding 
electronics and software) in value terms were also 
buoyant at 25.7 per cent during 1995-96 
accompanied by 16.8 per cent and 37.4 per cent 
growth in exports of the capital goods and 
consumer durables, respectively. 

Hea1-v Mecl~unical Engineering Industries 

Among the major heavy mechanical industries, 
the performance of automobile industry improved 
further with accelerated growth in production in all 
the segments (Table IV- 16). The production of the 
three main segments of automobiles industry, ~li:., 

passenger cars, commercial vehicles and jeeps 
recorded phenomenally high growth rates of 31.7 
per cent, 39.0 per cent and 22.6 per cent ,  
respectively, during 1995-96. The two wheeler 
segment registered a high growth of 19.6 per cent 
in 1995-96 on top of a remarkably high growth of 
24.7 per cent in the preceding year. The  
continuation of high growth of the industry is a 
manifestation of the growth in domestic demand 
as well as exports for automobile products. With 
liberalisation of policy for the automobile industry, 
several leading international manufacturers of 
automobiles have evinced interest in the Indian 
market and a number of joint ventures have already 
been approved by the Government in the passenger 
car sector. 

Railway wagons and diesel engines registered 
high growth rates of 29.3 per cent and 20.5 per 
cent, respectively, during 1995-96 as against 
declines in their production in the preceding two 
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years. Tractors also recorded a high accelerated 
growth of 28.5 per cent in 1995-96 as compared 
with 13.8 per cent in 1994-95. However, lifts and 
steel castings experienced declines in production 
during 1995-96. 

Light Mecl~unical Engineering Itldusrries 

The light mechanical engineering industries in 
general registered' improved performance during 
1995-96 over the previous year. Of the selected 
items, the production of sewing machines and wrist 
watches increased substantially by 29.2 per cent and 
40.5 per cent, respectively, as against the declines 
recorded in the preceding year (Table 1V-17). 

Electrical Engineering Industries 

Among the major light electrical engineering 
industries, electrical lamps of fluorescent varieties, 
storage batteries, dry cells and domestic 
refrigerators performed well, while the production 
of fans and radio receivers declined (Table IV-I 8). 

The heavy electrical engineering segment, 
however, experienced a divergent pattern of growth 
with power driven pumps showing a robust growth 
of 28.5 per cent, electrical motors remaining 
stagnant and power transformers registering decline. 

(h) Metallurgical Industries 
(Other than Iron & Steel) 

The total value of mineral production 
(excluding atomic minerals ) during 1995-96 is 
estimated at Rs.32,905 crore as compared to 
Rs.29,563 crore during 1994-95 indicating a rise 
of 11.3 per cent over the year. 

A1nminiun.t 

The production of aluminium during 1995-96 
at 5.23 lakh tonnes recorded an increase of 9.1 per 
cent which was more than twice the rise of 4.1 per 
cent in the previous year (Table IV-I9).Both the 
public sector companies viz., National Aluminium 
Co. Ltd.(NALCO) and Bharat Aluminium Co. Ltd. 
(BALCO) showed impressive performance. Exports 
of alumina and aluminium took a quantum jump 
from Rs.593 crore during 1994-95 to Rs.808 crore 
during 1995-96. 

Copper 

The production of refined copper by Hindustan 
Copper Ltd. (HCL) decreased further to 45.3 lakh 

tonnes in 1995-96 from 45.6 lakh tonnes during 
the previous year. Copper production by HCL meets 
about a quarter of the copper demani in the country 
and the remaining requirement is met through 
imports and from secondary sources. With the 
delicensing of the industry and opening up of the 
activity of copper mining to the private sector, new 
units for production of copper metal plants are 
being set up in the country. 

Zinc and Lead 

Production of zinc and lead at Hindustan Zinc 
Ltd. (HZL) stood lower at 141.6 thousand tonnes 
and 35.1 thousand tonnes, respectively, during 1995- 
96, registering a decline of 5.0 per cent and 19.9 
per cent. This was mainly due to the severe power 
shortage faced by the company's Vizag Smelter and 
the problem arising out of the high impurity content 
(graphitic carbon) in the lead concentrate received 
at the Chanderia Smelter. 

(i) Jute Textiles 

The overall production of jute textiles at 14.33 
lakh tonnes increased by 4.3 per cent during 1995- 
96 as against the decline in production by 5.1 per 
cent during 1994-95 (Table IV-20). A decline in 
the supply of raw jute (defined as the sum of 
production, carry over stocks and imports) to the 
extent of 7.2 per cent resulted in a decline in the 
production of sacking, carpet backing and other 
segments of the jute textiles excepting hessian. 
Production of hessian increased considerably by 
24.1 per cent during 1995-96 notwithstanding the 
lower growth in its consumption and export. The 
decline in the internal consumption of jute goods 
by bulk users for packing of urea and cement led 
to reduced production of jute goods. On the export 
front, all the segments performed poorly during 
1995-96 with the notable exception of sacking. 

Despite a huge accumulation of stocks to the 
extent of 21.8 per cent during 1995-96, the ready 
price of the representative varieties of hessian, 
sacking and carpet backing had increased by 38.7 
per cent, 41.1 per cent and 8.2 per cent during 
1995-96 as against 11.7 per cent, 7.7 per cent and 
2.0 per cent, respectively, during 1994-95 due to 
sharp rise in the prices of raw jute during 1995-96. 

Cj) Rubber and Rubber Products 

The total production of rubber (natural, 
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synthetic and reclaimed) at 641 thousand tonnes 
during 1995-96 recorded a decelerated growth rate 
of 6.8 per cent during 1995-96 as compared to 9.5 
per cent during 1994-95 (Table IV-21). The increase 
in consumption to the extent of 7.7 per cent during 
1995-96 was accompanied by a 47.0 per cent rise 
in the growth of import. The share of imports as a 
percentage of consumption had increased to 16.8 
per cent during 1995-96 from 12.3 per cent during 
1994-95. However, in the synthetic rubber segment, 
where the import dependence is relatively high in 
the country, imports declined by 6.8 per cent during 
1995-96. As a result, 51.2 per cent of the total 
synthetic rubber consumption was imported during 
1995-96 as against 60.2 per cent during 1994-95. 

The natural rubber segment was faced with 
the problem of rising imports that resulted in a 47.1 
per cent growth in the stocks during 1995-96. Still 
there remained acute shortage of RSS IV grade 
rubber during the year. As a result, its market price 
went up to Rs.5,204 per quintal during 1995-96 as 
compared to Rs.3,658 per quintal during 1994-95. 
The estimated shortfall of domestic supply from 
demand for natural rubber is likely to touch around 
6000 tonnes by the end of the Ninth Plan. 

The consumption of rubber has increased by 
7.7 per cent during 1995-96 (7.3 per cent during 
1994-95). The share of irnports in total rubber 
consumption has increased by 16.8 per cent during 
1995-96 (12.3 per cent during 1994-95). 

The overall production of automobile tyres 
showed marginal increase of 2.8 per cent, whereas 
the production of giant tyres increased considerably 
by 20.5 per cent. While the production of bicycle 
tyres grew by 7.2 per cent, that of rubber footwear 
declined by 15.2 per cent during 1995-96 (Table 
IV-22). 

(k) Chemicals and Chemical Products 

Fertilizers 

During the year 1995-96, the estimated 
production of nitrogenous and phosphatic fertilizer 
nutrients was 87.6 lakh tonnes and 25.5 lakh tonnes 
registered a rise of 10.2 per cent and 3.8 per cent, 
respectively, over the year ( Table IV-23). While 
the production of nitrogenous fertilizers exceeded 

the target of 86.3 lakh tonnes, the production of 
phosphatic fertilizers fell short of the target of 26.7 
lakh tonnes fixed for the year. The demand for 
phosphatic and potassic fertilizers during 1995-96 
remained sluggish. However, in view of the increase 
in the sale of DAP and MOP during 1994-95, there 
were imports during 1995-96. 

The total installed capacity at end-March 1996 
was 93.06 lakh tonnes for nitrogen and 28.22 lakh 
tonnes for phosphatic fertilisers. Presently there are 
59 large size fertilizer units in the country, 
manufacturing a wide range of nitrogenous and 
phosphatic/complex fertilizers. A number of 
fertilizer projects involving an estimated capital cost 
of Rs.6,579 crore are under implementation i n  the 
country. When commissioned, they are expected to 
produce an additional 41.63 lakh MTPA of urea 
and 1.84 lakh MTPA of NPK fertilizers. 

The total amount of various subsidies received 
by the fertilizer industry on indigenously produced 
and imported fertilizers during 1995-96 is estimated 
to be of the order of Rs.6,235 crore (Rs. 1,924 crore 
in 1985-86, Rs.4,800 crore i n  1991-92 and Rs.5,241 
crore in 1994-95). The sharp increase in the 
fertilizer subsidy over the years has mainly been 
on account of the need to make available this 
critical agricultural input at affordable prices even 
at the increased volumes of production/consumption 
and rising cost of inputs of indigenous fertilizers 
and the procurement of imported fertilizers. 

Inorganic Chemicals and Allied Products 

Among the major inorganic chemicals, the 
production of causfic soda recorded an impressive 
growth of 19.9 per cent during 1995-96 over the 
preceding year. Production of soda ash recorded a 
rise of 0.6 per cent, as compared to a decline of 
5.8 per cent during 1994-95. 

Production of major chemical products such 
as paints and varnishes, soaps and synthetic 
detergents recorded substantial increases of 29.1 per 
cent, 21.7 per cent and 26.3 per cent, respectively, 
over and above those of 3 1.3 per cent, 1.3 per cent 
and 15.6 per cent during 1994-95. 

Pharmaceuticals 

The Drugs and Pharmaceuticals sector 
continued to maintain a steady growth in terms of 
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production as well as range of products in 1994- 
95. As per the available data, the estimated 
production of bulk drugs and formulations was 
valued at Rs. 1,5 18 crore and Rs.7,935 crore, 
respectively, in 1994-95 which together showed a 
growth rate of 15 per cent over the previous year. 
The exports of pharmaceuticals went up to Rs.2,185 
crore in 1994-95 from Rs. 1,801 crore in 1993-94. 

A new programme for promoting R&D in the 
pharmaceutical industry was initiated by the 
Department of Science and Technology 
(Government of India). The Planning Commission 
had made a special allocation of Rs.120 crore in 
1994-95 for the remaining years of the Eighth Five- 
Year Plan for the programme. 

Perroclze~n icals 

Among the major petrochemicals, output of 
PVC resins recorded a growth of 20.2 per cent, 
while DMTIPTA and caprolactum registered a 
phenomenal increase of around 45.0 per cent during 
1995-96 over the preceding year. However, the 
output of LDPE (Low Density Polyethylen) at 223.7 
thousand tonnes receded by 12.7 per cent as against 
the increase of 5 1.8 per cent recorded last year. 

The Governnlent has sanctioned several 
NaphthaIGas-based mega petro-chemical projects, 
involving a total investment of Rs.35,000 crore in 
order to meet the growing demand for 
petrochemicals. 

( I )  Sugar Production 

Given the bumper production of sugarcane, the 
output of sugar during 1994-95 reached a record 
level of 14.63 million tonnes, thereby surpassing 
the previous record of 13.40 million tonnes 
achieved in 1991-92 (Table IV-24). With an 
opening stock of 3.09 million tonnes, and imports 
of 0.2 million tonnes, the total availability of sugar 
during the season increased substantially to 17.93 
million tonnes. The total offtake of sugar i n  1994- 
95 season was 12.33 million tonnes comprising of 
12.27 million tonnes for internal consumption and 
0.06 million tonnes for exports. Thus, the closing 
stocks for the season was 5.60 million tonnes. The 
sugar industry is expected to record a substantial 
rise i n  sugar output during the current season 
(October 1995-September 1996). Production during 
the season up to June 1996 reached a record level 

of 16.07 million tonnes which is 13.3 per cent 
higher than the production during the corresponding 
period of the previous year (14.19 million tonnes). 
The increase in production could be attributed to 
Jigher output of sugarcane resulting from 
remunerative sugarcane prices, better weather 
conditions, and also due to lesser diversion of 
sugarcane for gur and khandsari manufacturing. 
Taking into account a carry-over stock of 5.60 
million tonnes from the previous season, the total 
availability of sugar during 1995-96 (upto end- 
June 1996) aggregated 21.67 million tonnes which 
marks a rise of 4.39 million tonnes or 25.4 per 
cent over that of the corresponding period of the 
previous season (1 7.27 million tonnes). The total 
off-take during the season 1995-96 up till June 1996 
stood at 10.57 million tonnes (comprising of 9.77 
million tonnes for internal consumption and 0.80 
million tonnes for exports) which was higher by 
1.41 million tonnes or by 15.4 per cent than that 
during the corresponding period of the previous 
season (9.16 million tonnes). The closing stocks at 
end-June 1996 were at 11.10 million tonnes, which 
were 3.8 per cent above the closing stock level of 
end-June 1995 (8.12 million tonnes). The total 
releases of sugar during 1995-96 (October- 
September) has been higher at 12.90 million tonnes 
(comprising of 4.44 million tonnes of levy sugar 
and 8.46 million tonnes of free sale sugar) as 
compared to 12.07 million tonnes (comprising of 
4.26 million tonnes of levy sugar and 7.81 million 
tonnes of free sale sugar) during the 1994-95 season 
(Table IV-25). 

Policy Measures 

During the year 1995-96, the Government had 
revised the Statutory Minimum Price (SMP) for 
sugarcane in consultation with the Commission for 
Agricultural Costs and Prices (CACP). The SMP 
was raised from Rs.39.10 per quintal in 1994-95 
to Rs.42.50 per quintal, linked to a basic recovery 
of 8.5 per cent subject to a premium of Rs.0.54 
for every 0.1 percentage point increase in the 
recovery above that level for 1995-96 season. An 
advance announcement of the SMP at Rs.45.90 per 
quintal linked to a basic recovery of 8.5 per cent 
subject to a premium of Rs.0.57 for every 0.1 per 
cent increase in the recovery above that level has 
also been made for 1996-97 season. However, the 
actual prices paid by the sugar factories to the cane 
growers are substantially higher than the SMP after 
taking into consideration the State Advised Prices 
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(SAP), for increasing production, productivity and 
quality of cane. With a view to increasing the output 
of sugar, various incentive schemes have been 
formulated from time to time for the expansion 
projects created at higher capital cost. The "Sugar 
Incentive Scheme of 1993" was formulated by the 
Union Government to provide incentives to projects 
licensedJto be licensed by enabling the sugar units 
to utilise the surplus funds generated through higher 
free sale quota for repayment of term loans 
advanced by the Central Financial Institutions and 
Sugar Development Fund. In view of the bumper 
sugar production in 1994-95 and the expected 
upward trend in production during 1995-96 and the 
mounting inventory of sugar stocks, i t  was decided 
to create a buffer stock of 5 lakh tonnes of sugar 
with effect from January 10,1996 for a period of 
one year in order to prevent the fall in the prices. 
Subsequently, i t  was decided to maintain the 
existing stock for one more year and to hold an 
additional buffer stock of 5.0 lakh tonnes from 1 st 
December 1996 to 30th November 1997. 
Simultaneously, the consumers are protected from 
the fluctuations in price of sugar by allotting levy 
sugar (normally 40 per cent) to States and Union 
Territories for distribution through the Public 
Distribution System. Though there is no price 
control on free sale sugar, its market supplies are 
regulated by the Government by fixing monthly 
release quotas to maintain price stability. 

the year 1995-96, an amount of Rs. 0.37 crore has 
been recovered from the sugar mills and credited 
to the Fund bringing the total credit since the 
commencement of the Act to Rs.20.79 crores. 

(m) Cotton and Synthetic Textiles 

Production of cottonlblended yarn at 2429 
million kgs. recorded accelerated growth rate of 
10.4 per cent during 1995-96 (2.7 per cent during 
1994-95) accompanied by an improvement in the 
capacity utilisation from 81 per cent during 1994- 
95 to 85 per cent during 1995-96 (Table IV-26). 
The production of cotton yarn marked a sharp 
revival and the sector grew by 9.6 per cent during 
1995-96 as compared with the decline of 2.1 per 
cent during 1994-95. Notwithstanding the 
decelerated growth in export of cotton yarn during 
1995-96, the year-end-stock figures of this segment 
had remained stagnant at 73 million kgs. 

Production of cotton and man-made textiles 
during 1995-96 at 30,582 million square metres 
registered accelerated growth of 6.9 per cent (2.5 
per cent during 1994-95) on account of capacity 
addition in the cost-effective decentralised sector. 
However, the overall capacity utilisation remained 
unchanged at 52 per cent (Table IV-27). While 
production by mill sector declined by 10.4 per cent 
that of decentralised sector grew considerably by 
8.4 per cent during 1995-96 (1.7 per cent during 

S~lgar Development Fund (SDF)  1994-95). Exports of cotton fabrics (in value terms) 
during 1995-96 at Rs.23,910 crore, recorded a 

Under the Sugar Cess Act 19821 a cess of growth of 9.5 per cent over the preceding year. The 
Rs.14.00 per quintal is being collected on sugar year-end stocks of all cloths declined marginally 
produced by all sugar factories in India. The Sugar from 82 million square metres as at the end of 
Development Fund Act 1982 provides that an 1994-95 to 81 million square metres as at the end 
amount equivalent to the proceeds of the excise 
duty levied and collected under the Sugar Cess Act 

of 1995-96. 

1982, reduced by the cost of collection as 
determined by the Central Government, be credited (n) Paper, Paper Boards and Newsprint 
to the Fund. Since 1982 uptill February 1996, a 
cess amount of Rs.1,778.73 crores has been 
collected and as on March 31, 1996, an amount of 
Rs. 1,656.00 crores has been transferred to SDF. Out 
of this, Rs.438.60 crore for sugarcane development, 
and Rs.5 19.47 crores for modernisation1 
rehabilitation of sugar factories have been 
sanctioned upto March 1996. 

Levy S~rgar Price Eq~talizarion Fund 

The Levy Sugar Price Equilization Fund Act 
1976 has been in force since April 1976. During 

The total production of paper and paper boards 
at 27 lakh MT during 1995-96 registered a lower 
growth rate of 8.6 per cent (10.6 per cent during 
1994-95) due to the closure of 120 units which 
accounted for 25.0 per cent of the total capacity 
(Table IV-28). The reduction in import duty from 
65 per cent to 40 per cent in the Union Budget 
1995-96 and further to 20 per cent in May 1995 
coupled with the crash in the international market 
price of paper led to high imports of 1 lakh MT 
during 1995-96. The total exports of this industry 
also dropped to around 6000 MT during 1995-96 
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from 1.4 lakh MT during 1994-95. Keeping i n  view Newsprint segment of the industry, on the 
the installed capacity of 40 lakh MT during 1995- other hand, accelerated at a faster pace by 12.5 per 
96, the existence of excess capacity in this segment cent during 1995-96 on top of a 11  .I per cent 
may not be ruled out. In order to improve capacity growth during 1994-95. With substantial addition 
utilisation and face international competition, there to installed capacity during 1995-96 the capacity 
is an urgent need for undertaking niodernisation and utilisation declined marginally during the year 
cost reduction. despite sizeable increase in production. 
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Table IV-1 : Trends in Index of Industrial Production (Base : 1980-81 = 100) 

Sector Weight April-June April-March 

1 996( P) 1995( P) 1995-96( P) 1994-95 1993-94 

lndex Index lndex Contribution Index Contribution lndex Contribution 
to growth * *  to growth * *  to growth * *  

Mining and 1 1.46 249.3 
Quarry~ng (2  4)  

General Index 100.00 282.4 
(Crude) (9.4) 

* X  : Relative contribution to growth of a sector. say S during a given time frame, is measured by the ratio of incremental change in the index 
of S to ~ncremental change in the overall index, adjusted for that sector's weight in the overall index. 

Nore : Figures in brackets are percentage increase over the previous year 

Si111r-re : Central Stat~stical Organisation, Government of India 
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Table IV-2 : Growth in Index of Seventeen Major Groups of Manufacturing Sector 
(Base : 1980-81 = 100) 

Industry Group We~ght Relative Conlribu- Index Relative Conrribu- 
April-June lion ( ~ n  per cent) (end-March) lion (in per cent) 

1996-97(P) 1995-96(P) 1996-97(P) 1995-96(P) 1995-96 (P) 1994-95 1995-96 (P) 1994-95 

I. Acceleration (During 1995-96) 

I .  Transport equipment 

2 .  Machinery, machine 
tools and parts 

3. Beverages. tobacco and 
tobacco products 

4 .  Melal products 

5. Wood and wood producrs 

6. Food and food products 

7. Text~le products (includ~ng 
wearing apparel) 

8. Non-metalic m~neral 
products 

9. Chemicals and chenilcal 
products 

10. Other manufacturing industries 

I I .  Rubber. plastic, perroleuln & 
coal products 

12. Leather and leather and 
fur products 

I? .  Bas~c  metal and allied 
products 

14. Cotton t e x ~ ~ l e s  

15. Jute. hemp and tnesta textiles 

11. Deceleration (During 1993-96) 

16. Electrical rnachlnery 

17. Paper and paper products 

Manufacturing 

P Prov~sional. 

Note : Flgures In brackets represent percentage variations over the previous year. 

S O L I ~ C P  : Central Statlst~cal Organisation. Government of Ind~a .  
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Table 1V-3 : Use-based Classification of Industrial Production 
(1980-81 = 100) 

(Percentage) 

Industry Groups 
Weight Growth Rate Growth Rate 

April-June April-March 

1996-97(P) 1995-96(P) 1995-96(P) 1991-95 1993-94 

Basic Goods 

Cap~tal Goods 

Intermediate Goods 

Consumcr Goods 
of M lric~lr 

Consumer Durables 

Consumer Non-Durable5 

General 
- - - - - - - 

P : Provisional. 

N ( I ! P  : Figures In brackets ind~cate relat~ve contribution of the segments to overall growth. 

Sour.c.r - Central Statistical Organisation. Government of India. 

Table IV-4 : Trends in Production of Infrastructure Industries 

lnduztry We~ght Unit April-September Apr~l-March 

1996-97(P) 1995-96 1995-96(P) 1993-95 1993-94 

I 2 3 4 5 6 7 8 

Coal 6 61 h l ~ l l ~ o n  120 6 112 0 270.1 253.7 246.0 
Tonnes (+7.7) (+8.9) (+6.4) (+3.1) (+3.3) 

Saleable Steel * 5.21 

Cement 1.6 37.2 33.2 69.3 62.4 58 0 
(+12.2) (+I 1.3) (+11.2) (+7.6) (+7.1) 

Petroleum Crude 2.4 1 

Petroleum Ref~nery 
Products C? 

Composlt Index of 28.77 285.5 276.8 ?91.2 269.9 249.8 
Infra<tructure Industr~es # ( t 3 . 1 )  (+10.7) (+7.9) (+8.1 ) (+5.3) 

Data on production of secondary producers not included 

@ Represenrs 93 per cent of the refinery throughput. 

I : F~gures In brackets are percenraee varinlions over the previous year 

S(1r11.1 c ' . M~nistry of Planning and Progralnlnt: Implementation. Government of India 
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Table IV-5 : Employment in Organised Sector 

At the end of Ernploy~nent ( ~ n  Iakhs) 

Public Sector Private Total 
Sector 

Central State Quasi Local Total 
Govl. Govt. Govt. Bodies (2 to 5) (6 7) 

I 2 3 4 5 6 7 8 

March 1993 

March 1994 

March 1995 

Sol~rce : Ministry of Labour, Governmel~t of lndla 

Table IV-6 : Small Scale Sector 

- - 

Item April-March 

1 .  Number of units ( L a b  Nos) 

2 Production (Rupees crore at 1990-91 prices) 

Target 

Ach~evement 

3 .  P~oduct~on (Rupees crore at current prices) 

4. Employment (Lakh persons) 

N.A. 

N.A. 

N.A. 

5. Exports (Rupees crore) 25.307.10 29.068.1 5 37,207.00 
(+42.3) (+14.9) (+28.0) 

P : Prov~c~onal. 

Nores : 1 )  Figures in brackets indlcate change over the preceding year. 

2) Data pertain to modem SSI sector (exclus~ve of powerlooms and traditional industries) 

Solo-cr : ( I ) Office of the Development Commissioner. Small Scale industries, Ministry of industry 

( 7 )  Small Industrial Development Bank of India (SIDBI). 
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Table IV-7 : Shte-wise classification of Sick Small Scale industrial units and outstanding bank credit at the end of March 1995 

(Amount in Rs.crore) 

States / Un~on Territories Total Sick Units 

No.of Units Amount o/s 

1 2 3 

Eastern Region 
Assani 17984 44.60 
Meghalaya 367 2.25 
Mizora~n 162 0.95 
Bihar 26749 120.10 
Arunachal Pradesh 140 0.52 
West Bengal 50500 363.59 
Nagaland 1728 5.22 
Man~pur 2370 4.55 
Orissa 20498 68.99 
Sikk~rn 96 0.51 
Tripc~ra 92 1 2.55 
Andaman & Nicobar Islands 2 8 0.12 

Total 121543 613.95 

( 7 ~ )  
(Easlem Region) 

Northern Region 

Uttar Pradesh 
Delhi 
Punjab 
Haryana 
Chand~garh 
Janimu & Kash~nir 
Hirnachal Pradesh 
Rqasrhan 

Total 

('7c) 
(Northern Region) 

Western Region 

Gujarat 
Maharashrra 
Daman & DIU 
Goa 
Madhya Pradesh 

Total 

(%)  
(Western Reyon) 

Southern Region 

Andhra Pradesh 
Kamataka 
Lakshadwerp 
Tamil Nadu 
Kerala 
Pondichemy 

Total 

(%) 
(Southern Reg~on) 

TOTAL (All India) 268815 3547.16 

Notes ( i )  A small scale Industrial unit is considerd as sick when : ( I )  any of its borrowal accounts has become a 'doubtful' advance i.e. 
principal or interest In respect of any of its borrowal accounts has remained overdue for a period exceed~ng 2 112 yews, and (2) there 
is erosion in the net worth due to accumulated cash losses to the extent of 50 per cent or more of its peak net worth during the 

preceding two accounting years. 
( i i )  Figures in brackets indicate percentage share to the total. 

Sour.c.e : lndustr~al Expon & Credit Department, Reserve Bank of India 
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Table IV-8 : Performance of Coal Industry 

(Mil l lon Tonnes) 

ltein April-March 

1.  Production 

(a) Coal ( I+~I)  

(I) Coking Coal 

( i l )  Non-coking Coal 

2. Iniports (Coking Coal) 

3. Despatches (i+ii) 

( i )  C o k ~ n g  Coal 

(11) Non-coking Coal 

4. Exports 

5 .  Year-end Pit-head Stocks (i+ii) 

(11) Non-CO~III~ Coal 36.0 37.2 36.9 
(+ I . ! )  (+3.3) (-0.8) 

Norr - Figures i n  brackets represent percentage \,ariat~ons over rhc previous year. 

Solrice : Mintstry o f  Coal. Government o f  Ind~a .  

Table IV-9 : Performance of' Iron Ore Industry 

(Mil l iun Tonnes) 

Itein April-March 

2. Despaiches for 
Internal consuinption 

3 Despatches for expoit 

4. Year-end stocks 

P : Pro\~1s101131. 

~ ' O I P  . Flgurei In brackets represenr percentage v x ~ a t i o n  over the previous year 

Sr~iii-1.r : India11 Bureau of  Mines. Government o f  Indla. 
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Table IV-10 : Performance of Cement Industry 

(Million tonnes) 

l t r ~ n  April-March 

1993-94 1994-95 1995-96 (P)  

I 2 3 4 

2 .  Production 
of h ~ c h  : 

( i )  Publlc Secror 

(3) Celllent Corporallon of India 

(h) Others 

( 1 1 )  Private Sector 

(111)  h41n1 and While Cement Plants 

4 A\?~.age Capacity L~rilisat~on (per cenr) 75 4 74.5 71 5 

i linpons N L  NIL NIL 

6. Exports 1.3 1 6  1.5 

7 Year-end Stocks 0.7 0 .8  0 8 

P Pro\is~onal. 

Nore Figures in hracekrs art. percentage kxlatlons over the prevlous year. 

SOll~c 'e : Cement Manufacturers' Association.. New Delhi. 
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Table IV-11 : Production of Iron and Steel 

IV-25 

('000 tonnes) 

Pig Iron Saleable Steel 

1992-93 1993-94 1994-95 1995-96(P) 1992-93 1993-94 1994-95 1995-96(P) 

A. Production 

I .  Rourkela 

4 Bokarn 

Total (SAIL) 

7 VSP 

Total ( I  to 7) 

8.  Secondary Producers 165.0 273 0 780.0 1060.0 
(+61 8) (+65.5) (+185.7) (+35.9) 

Total (A) 

B. Sales 

I Sales (Dotnestlc) 1423.0 1248.0 1203.0 9 16.0 
(+ 14.1) (-12.3) (-3.6) (-23.9) 

2 lrnports 

Total Consumption 1496.0 1269.0 1204.0 924.0 
( 1 and 2 ) (+6.9) (-15.2) (-5.1) (-23.3) 

C. Exports 

D. Year-end stocks 295.0 202.0 154.0 161.0 
(+137.9) (-31.5) (-23.8) (+4.5) 

P : Provis~onal. @ : Shous a very large varlallon 

N l ~ r r  : Figures In brackets Indicate psrcentage vanations over the previous year. 

.5o~o-c-e : Jolnt Plant Cornrnlttee and Steel Authority of India Ltd. 
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Table IV-12 : Installed Plant Capacity 

(Mega Watt) 

As ar the Thrl-~nal Hydel Nuclear Non-con- Total 
c l~d  ol hlarch vent~onnl 

I 7 3 4 5 6 

P : P ~ o v ~ a ~ c l ~ ~ a l .  

A'i~re F~ful-el In brackcrs ~ndicate ~lercelltape ~~ar~at l i rnr  over the pre\~ious )ear 

.?olii.( E . Central EIccrr~clry i\uthor~ry. 

Table I\'-13 : Source-wise Targets, Generation and Achievement of Electric Power 

(Blllon Kilo Watt Hours) 

S O I I I C ~ .  Apnl-March 

1903-Y4 1991-95 1995-96 (P) 

T;lr:et Gene1 a- Target Genera- Tnrger Genera- 
1jo11 tion lion 

1. Total 316.7 323.5 352.0 351.0 377.2 380.1 
(+7.5) (+8.5) (+8.3) 
(+?.I) (-0.3) (+0.8) 

P Pro\ ~ 5 l ~ ~ l l ~ l .  

N<,IC . Figure5 In braike~q In ul111c1 I U \ \ L .  r e l~ res~n t  psl-centage vxiations over the previous ),car 311d figures in I ~ K  bracket In the lower rons 

repre\ei~r percentiigr vanallon5 ober the rargst of the same year. 
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Table 1V-14 : All-India / Region-wise Demand and Supply of Electricitty and Deficit 

(Billion KWH) 

1993-94 1994-95 1995-96 (P) 

Require- Availability Defl~.~t  Require- A\,ailability Deficit Requlre- Availability Deficrt 
men1 (Percentage) rnent (Percentage) lnent (Percentage) 

Northern R ~ ~ I O I I  97.3 90.5 7.0 104.7 97 1 7 3 111.9 105.0 6 2 

Western Reglo11 99.6 95.7 3.9 1103  106.0 3.9 124.9 118.7 4.9 

Southern Region 84.7 77.4 8.6 93.0 85.6 8.0 105.6 87.9 16 7 

Eastern Region 37.9 32.5 14.2 40 3 35.1 12.9 42.8 38.4 10.1 

Nonh-Eastern Replon 3.7 3.3 10.8 3.9 3.5 9.6 4.5 3.9 12 6 

All  India 323.2 299.4 7.4 352.3 327.3 7.1 389.7 354.0 9.2 

P : Prov~sional 
Sou~.c,e : Central Electricity Authonty. 

Table iV-15 : Crude Oil and Petroleum Refinery Products 

(Thousand Tonnes) 

Item April-March 

A )  Crude Oil 

a) Production (i+ii) 

b) Imports (Gross) 

B)  Petroleum Refinery Products 

a )  Production 
of ~ ~ ~ l r l c l l  : 

( I )  Naphtha 

( 1 1 )  Kerosene 

(ill) High Speed 
D~esel 011 

b) lniports (Gross) 
of lblrltlr : 

( i )  Naphtha NU NU NIL 

( i i )  Kerosene 

( i i l )  Hlgh Speed 7,555 8.637 12.852 
Diesel Oil (+5.5) (+14.3) (+48.8) 

P : Provisional. 

Nnre : Figures in brackets represent percentage variations over the previous year. 

S O I I I - C ~  : hlinlstry of Petroleum and Natural Gas. Governmenr of India 
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Table IV-16 : Output of Selected Heavy hlechanical Industries 

'000 Nos. 

1 1 1  1 Jeep, 

Scootr~.s.  motor cycles &  oped 

'000 Nos. 

Ka~l \ \ay  \ \afons  (In terillc 
of lour \\ h e r l c ~ s )  

Kond rollel5 Nos 

'000 Nos 

P : Pro\ I S I O I I L I I  
d < lncludei production fro111 5rnall-scalr: secrur. 

~ V ( ] r c  . F ~ f t ~ r e s  In hrnckels ~ndicnte percentaft varlatlons over the c~mesponding period of the previous year 

S~III I -1  c, : b l ~ n ~ t r r y  of Industry. Govrtrnlncnt of l n d ~ a  

'fable IV-17 : Output of Selected Light Mechanical Engineering Industries 

I ~ c ' I ~ I  Unlr A p r ~ l  - March 

1993-94 1994-95 1995-96(P) 

000 Nos 

h l ~ l l .  Nos 

M'I.I\I I\ arch?, 8 4 7 .4  10.4 
(-13 4 )  ( -11.9)  (+40 5 )  

P Pro\ ~ h ~ o n a l  

,Lore . F ~ g u ~ e r  in hrackets indicate percentage variat~ons over the prevlous y e u .  

I h l~n~c t rq  of Industry, Govcrnnlrnr o i  Indl3 
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Table 1V-18 : Output of Selected Electrical Engineering Industries 

Iteni U n ~ t  Apnl - March 

A.  Light Electrical Engineering 

I Electr~cal Lamps 

I )  lncnndetcent 

'000 Nos. 

4. Storape Batteries 

M~ll .Nos.  

'000 Nos. 

5. Do Cells 

B.  Heavy Electrical Engineering 

I .  Poue r  Transformers hllll KVA 

MiI1.H.P. 2 .  Electric Motors 

3 Pouer  Onvrn  Pulnpr '000 Nos 

P Pro\ ~ s ~ o n a l .  
" x : Illiludts productmn flonl tht ilnall-scale sector. 

Norc : F i p u ~ r s  in bmclcts represenr percentage variat~ons over the pl-evlous year. 

511r11c.e : h l ~ n ~ s r r y  of Industry. Government of Indlcl. 



I V - 3 0  REPORT ON CURRENCY AND FINANCE, 1995-96 

Table IV-19 : Production of Non-Ferrous Metals 

(Thousand Tonnes) 

Virgin hlelals 

I Aluminium 

7. Copper 

4 Lead 

a) Sheet\ and circles 
rolled produ~.rs 

b )  \{'ire rod5 for dlumrrl~urn conduclor\ 

steel re~nhrced  (ACSR)/ (AACl  

2. CopperIBrass stleers and circles products 36.5 40.9 44.7 

(+59 1) (+12.1) (+9.3) 

P Pro\ lsionnl 

h'o~e F ~ g u ~ . c i  111 bracke15 reprcserlr percentage vanatlons over thc corresponding period o f  [he prevlous year. 

Solirr.r . Office o f  the Economic Adviser. Ministry o f  Industry. Government o f  India 
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Table IV-20 : Jute Textiles 

(Thousand Tonnes) 

Year 
(Apr - Mar) 

Hessian Sacking Carpet Others Total 
Backing 

Production 1997-94 

199-1-95 

1995-96(P) 

hrorc . F~gures i n  hrackers I-eprtscnt percentage variatiolls over the previous year 

S(ILII-L.C : Jute Manufacturers Dcvelopinent Council. Calcutta. 
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Table IV-21 : Production, Import, Consumption and Stock of Rubber 

(Thousand Tonnes) 

Item April - March 

1993-94 1994-95 1995-96 (P) 

Production 

Narural 

Synthet~c 

Reclaimed 

Imports 

Natural 

Synthetic 

Consumption 

Natural 

Synthetic 

Reclaimed 

Import as a Percentage of Consumption 

Natural 

Synthetic 

Year-end Stocks 

Natural 

Reclaimed 

-- -- 

P : Provisional 

Nore : F~gures ~n brackets represent percentage variations over the preced~ng year. 

Sorrrce : Rubber Board, Government of India. 
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Table IV-22 : Production of 'Qres, Tubes and Footwear 

(Mill. numbers) 

Year Automobile Tyres Bicycle Rubber 
Tyres Footwear 

( April-March) Total uf which : 

Giant Tyres 

I 2 3 4 5 

P : Provisional. 

Note : Figures in brackets represent percentage variations over [he preceding year. 

Soirrre : Central Statistical Organlsation. Governlnent of India. 
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Table 1V-23 : Production of Major Chemicals and Chemical Products 

(Thousand Tonnes) 

Aprtl-March 

1. Fertilizers 

a )  N~trogenous Fenil15err 

(N ccnlclir) 

b )  Phosphallc Fentliscrs 

(P, 0,) 

2. Inorganic Chemicals 

a )  Caustic Soda 

b )  Soda Arli 

3. Paints and Varnishes' 

4. Soaps' 

5. Synthetic Detergelits 

6. Drugs 6, Pharmaceuticals 
1Rs crote) 

I )  Bulk Dlups I .5 18.00 (E)  
(+IS C )  

7,935.00 (E)  
( + I 5  01 

N.A. 

N.A 

7. Petrochemicals 

I )  Lou L)en\lty P ~ ~ l y e ~ l ~ y l c l ~  168.7 2.56.1 223.7 
I LUPE) ( + l I . l )  (+5l 8 )  (-12.7) 

1 1 )  PVC R ~ ~ I I I S  315.6 324 1 389.5 
(126 2 )  (+2.7) (+20.2) 

1 1 1 1  DhITIPTA 1 1  3.2 146 6 212.0 
(-8.9) (+29 5) (+44.6) 

I \ )  CaproI:~c~u~ii 73.3 79.0 11-1 0 
1+72.1) (+7 8 )  (+44.3) 

P Provl\lonal E . Esrtmated N.A. : Not avallablc. 

lncludss productioll tn Sniall-scale Secrol 

A '  , Flg~11.e~ ~n brackets represent psrcenrace va~~a t ions  over the corresponding period of the PI-eced~ng year 

1 1 )  Depanlncnt of Chemicals and Petrochemicals. Ministry of Chc~n~sa l s  and Fenilizers 
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Table IV-24 : Balance Sheet of Sugar 
(October-September) 

(Lakh tonnes) 

l te~n 1993-94 1994-95 1994-95 1995-96 

(Oct- June) (Ocl- June) 

1 .  Openins Stock 

4. Total Supply 
(1+2+!) 

5 Internal 
Consunlption 

6 Exports 

7 Total off-rake 
(5+6) 

8. Clos~nf Stock 30.88 55.98 8 1.15 1 10.99 
(4-7)  (-4.25) (8 1.28) (92.24) (36.77) 

+ : Thls is the lotal ~nipolts of which some quanl~lies arrived in the next season 1994-95. 

@) : lncludlng stocks of ~mported sugar. 

iVore : F~gures in braclels are percentage \.arlallon over thc prevlous yearlperiod 

SOIII-1.e : Indlan Sugar M~l l s  Assoclarion 

Table IV-25 : Sugar Releases during 1993-94, 1994-95 and 1995-96 Seasons 

(Lakh tonnes) 

Month 1993-94 1994-95 1995-96 

Levy Frce-sale Total Levy Free-sale Total Levy Free-sale Total 

October 

Novelnbrr 

December 

January 

Fehruar) 

March 

April 

May 

June 

July 

August 

September 

Total 

Sol11c.e : lndlon Sugar hl~l lc  Assoc~at~on 
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Table IV-26 : Production, Consumption and Stock Position of Yarn 

(Million Kgs.) 

Item April - March 

1993-94 1994-95 1995-96(P) 

Installed Capacity (In Mill~ons) 
(Spindles) 

Capaclry Utilisation (%) 

(Spindles) 

A. Production (i+ii+iii+iv) 

i )  Cotton Yarn 

11) Blended/Mlxed Yarn 

i l i )  100 per cent Man-made 
Fibre Spun Yarn 

I V )  Cotton Yarn by SS Spg. Units 

B. Domestic Consumption 

(all yarn) ( ~ + I I )  

I )  Mill Sector ++ 

i ~ )  Decentralised Sector + 

C. Exports (Cotton Yarn) 

I )  Quantity 

i i )  Value (Rs. crore) 

D. Year-end Stocks (Unsold) 
(Cotton yarn) 

P : Provis~onal. 
++ : Relates to consumption for weaving cloth only. 
+ : lnclud~ng deliveries of cotton yarn to hosiery and other purposes 
NA : Data Nor Available 

Nore : Figures in brackets represent percentage variations over the previous year. 

Soul-ce : Office of the Textile Cornm~ssioner, Ministry of Textiles, Government of India. 



INDUSTRIAL PRODUCTION 

Table IV-27 : Production, Consumption and Stock Position of Cotton and Man-made Textiles 

(Million square metres) 

Item April - March 

Installed Capacity ('000s) (Looms) 

Capacity Utilisation (%) (Looms) 

A. Production (i+ii) 

i )  Mill Sector (a+b+c) 

a) Cotton Fabrics 

b) BlendedIMixed Fabrics 

C )  100 per cent Man-made 
Fibre Fabrics 

ii) Decentralised Sector (i+b+c+d) 

a) Conon Fabrics 

b) BlendedIMixed Fabrics 

C )  100 per cent Man-made 
Fibre Fabrics 

d) Khadi Wool Silk 

B. Domestic Consumption (all cloth)+ 

C. Year-end Stocks (unsold)++ 
(all cloth) 

D. Exports of Cotton Fabrics (mills/powerlooms, made up, handloom) 19,581 21,834 
(Rs. crore) (+29.4) (+11.5) 

P : Prov~sional. 

+ : Relates to total availability. 

++ : Relates to mill sector only. 

+++ : Includes production by Non-SSI weaving units also 

N A  : Data Not Available. 

Nore : Figures in brackets lndicate percentage variations over the previous year. 

S(~urce  : Office of the Textile Commissioner, Ministry of Textiles, Government of India. 
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Table IV-28 : Paper, Paper Boards and Newsprint 

(P roduc t io~~  and capacity In Iakh ronnes) 

Year In>talled Production Capacity Utilisation 
Apr~l-March Capnc~ly R a ~ i o  (per cent) 

I 3 4 5 

A) Papcr and Papcr Boards 

A ' I I I ~  Flgcl~rs In bl -acle l~  indicarr percentape \allallon over the correspond~ng per~od of the previous yeas. 



CHAPTER V 

MONETARY AND BANKING DEVELOPMENTS* 

Monetary Developments 
The monetary developments during 1995-96 

were marked by a moderation i n  the growth of 
money supply in the face of continued credit 
expansion and significant changes in the 
composition of reserve money. 

Overall Trends in Money Supply 

Broad nioney (M,) recorded a lower order of 
increase of 13.2 per cent (Rs.70,410 crore) in 1995- 
96 as compared with an increase of 22.3 per cent 
(Rs.97,019 crore) recorded in the previous year 
(Table V-1 and Statement 37 of Vol. 11). The 
expansion i n  narrow money (M, )  in 1995-96 was 
even lower at 11.5 per cent (Rs.22.106 crore) 
decelerating from the peak (since 197 1-72) growth 
rate of 27.5 per cent (Rs.41,479 crore) registered 
i n  the previous year. This was the third occasion 
since 1971-72 when the M, growth rate, on a 
financial year basis, dipped below the 15 per cent 
mark, the other two occasions being 1981-82 and 
1974-75. The lower order of monetary expansion 
during 1995-96, however, needs to be viewed with 
caution, as the unusually large base of March 31, 
1995 which happened to be the reporting Friday 
and the last day for accounting purposes distorted 
the data. If, to obviate this problem, one were to 
go by the data for the preceding reporting Friday 
(i.e., March 17, 1995), broad money growth in 
1995-96 would work out to be higher at 17.9 per 
cent. Even if this procedure is not adopted, average 
rate of M, expansion in the two years of 1994-95 
and 1995-96 works out to 17.8 per cent which is 
close to the long term annual average growth rate 
of 17.4 per cent since 197 1-72. 

Component-wise, the deceleration in broad 
money is essentially a reflection of the slowdown 
in the growth of aggregate deposits at 12.4 per cent 
in 1995-96 which was the lowesr since 1971-72. 
This was primarily on account of the sharp 
slowdown i n  the growth of demand deposits to 5.3 
per cent in 1995-96 from 33.7 per cent in 1994-95 
(Table V-1 and Statement 37 of Vol. 11). In fact, 

* Material in this Chapter is based on data available for 
the per~od upto end-September 1996. 

demand deposits showed an absolute decline 
throughout the year til l  the penultimate reporting 
fortnight ended March 15, 1996, and increased 
sharply by as much as Rs.10,526 crore in the final 
reporting fortnight ended March 29, 1996. Time 
deposits grew at a lower pace of 14.2 per cent in 
1995-96 as compared with 19.6 per cent in the 
previous year, which incidentally was the lowest 
growth rate since 197 1-72. There was, however, a 
large expansion of currency with the public at 17.4 
per cent in 1995-96 on top of a phenomenal 
increase of 22.3 per cent recorded in 1994-95. The 
expansion of currency accounted for about 80 per 
cent of the increase in narrow money in 1995-96. 
The 'other deposits' with the Reserve Bank 
declined marginally by 1.3 per cent in contrast to 
the increase of 34.0 per cent in 1994-95. 

On the sources side, the relative strength of 
factors contributing to broad money expansion 
underwent significant changes in 1995-96 as 
compared with those in 1994-95 and 1993-93 
(Graph V-I). While net bank credit to Government 
increased by 15.7 per cent (Rs.34,991 crore) in 
1995-96 as compared with an increase of 9.1 per 
cent (Rs.18,501 crore) in 1994-95, the net foreign 
exchange assets of the banking sector declined by 
0.8 per cent (Rs.628 crore) in contrast to the 
phenomenal expansion of 42.8 per cent (Rs.23,298 
crore) during the previous year (Statement 39 of 
Vol. 11). There was a modest deceleration in the 
other banks' investments in Government securities 
to Rs.15,120 crore in 1995-96 from Rs.16,323 crore 
in 1994-95. The Central government's demand for 
funds has manifested itself i n  terms of a sharp 
increase in monetised deficit which, on a fortnightly 
average basis, was at a high level of Rs.15,572 
crore in 1995-96 in contrast to a surplus balance 
of Rs 550 crore in 1994-95. While easy liquidity 
conditions in 1993-94 and 1994-95 enabled the 
market to absorb government securities, the 
situation was different in 1995-96. The ratio of 
monetised deficit to the increase in net bank credit 
to the Government rose to 56.7 per cent from 11.5 
per cent in 1994-95. Bank credit to commercial 
sector increased substantially by 16.5 per cent in 
1995-96 on top of a phenomenal growth of 23.1 
per cent in 1994-95. 



REPORT O N  CURRENCY AND FINANCE, 1995-96 

Graph V-1 
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The  banking sector 's  net non-monetary 
liabilities increased sharply by Rs. 12,138 crore in 
1995-96 as compared with a nominal increase of 
Rs.118 crore in the previous year. The Reserve 
Bank's net non-monetary liabilities increased by 
Rs.2,943 crore as compared with Rs.3,321 crore in 
1994-95. 

As regards quarterly variations, while M, 
expansion remained subdued during the first half 
of 1995-96, it  picked up during the latter half of 
1995-96. The quarterly broad money expansion 
accelerated to 6.1 per cent in the final quarter ended 
March 1996 from barely 0.9 per cent in the first 
quarter ended June 1995 following policy initiatives 
including, inter  alia, the lowering of reserve 
requirements. 

Seasonal Trends 

Both broad and narrow money recorded lower 
orders of expansion during the slack season (April 
- October) of 1995 than those in the previous slack 
season. Currency with the public accelerated while 
aggregate deposits slowed down mainly on account 
of the decline in demand deposits. On the sources 

side, net bank credit to Government increased by 
Rs. 10,7 18 crore (Rs.2,5 19 crore last year) which 
was driven mainly by a spurt in the monetised 
deficit (Statement 43 of Vol. 11). Bank credit to 
commercial sector was also higher. Net foreign 
exchange assets of the banking sector recorded a 
markedly lower growth of 1.9 per cent in the slack 
season of 1995 as compared with that of 25.6 per 
cent in the comparable period of 1994. 

During the busy season (November - April) 
of 1995-96, broad money grew at a higher rate of 
9.0 per cent than that of 8.2 per cent during the 
corresponding period of 1994-95. On the other 
hand, narrow money recorded a rise of 8.9 per 
cent only as compared with a 14.1 per cent 
growth during the same period of the previous 
year. Currency with the public decelerated. 
Aggregate deposits, on the other hand, grew by 
Rs.38,263 crore during the period under review 
as compared with Rs.21,152 crore rise during the 
corresponding period of 1994-95. Net bank credit 
to Government was markedly higher at Rs.25,178 
crore than the increase of Rs. 18,409 crore in the 
previous year while bank credit to commercial 
sector grew by Rs.28,515 crore which was lower 
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than the increase of Rs.33,214 crore recorded in 
the comparable period of the previous year. The 
banking sector's net foreign exchange assets 
declined by Rs.123 crore as against an expansion 
of Rs.4,147 crore witnessed in the busy season of 
the previous year. 

Reserve Money and Net Domestic Assets of the 
Reserve Bank 

The reserve money expansion decelerated to 
14.8 per cent in 1995-96 from 22.1 per cent in 
1994-95. Unlike in the previous two years, when 
much of the increase in reserve money emanated 
from large-scale capital inflows, the increase i n  
1995-96 was mainly due to sharp increase in the 
monetised deficit which accounted for nearly four- 
fifths of the increase in reserve money. In absolute 
terms, of the reserve money expansion of Rs.25,054 
crore recorded in 1995-96, net RBI credit to the 
Centre amounted to as much as Rs.19,855 crore 
(Rs.2,130 crore last year) which in turn, was 
attributable mainly to the increase in the RBI's 
holdings of Central Government securities 
(Rs. 11,781 crore) and the Centre's availing of 
ad hoc Treasury Bills to. the tune of Rs.5,896 crore 
(Table V-2 and Statement 42 of Vol. 11). There was 
a sharp pick-up in refinance availed of by scheduled 
commercial banks by Rs.8,224 crore reflecting 
stringent money market conditions. Consequently, 

the Reserve Bank's net domestic assets increased 
substantially by Rs.25,682 crore in 1995-96 as 
compared with Rs.7,312 crore in 1994-95. With the 
Reserve Bank's net foreign exchange assets 
recording an absolute fall for the first time since 
1990-91, accretion to the RBI's net domestic assets 
outstripped the increase in reserve money for the 
first time in the 'nineties. 

Some Monetary Relationships 

Despite substantial reductions in the cash 
reserve ratio, the average broad money multiplier 
declined, albeit marginally to 3.11 in 1995-96 from 
3.13 in 1994-95 as the currency to aggregate 
deposits (CIAD) ratio moved up to 0.26 from 0.24 
over the same period (Graph V-2). The incremental 
broad money multiplier also fell to 2.81 in 1995- 
96 from 3.17 in 1994-95 as the incremental CIAD 
ratio reached its peak at 0.33 since 1974-75. The 
annualised incremental broad money multiplier 
exhibited greater volatility in 1995-96 than in the 
previous year, tracing an inverted U curve as it  rose 
from 2.37 in April 1995 to 4.34 in January 1996 
and declining thereafter to 2.8 1 in March 1996. In 
view of the strong currency growth coinciding with 
reduced capital inflows, the ratio of net foreign 
assets to currency in circulation declined to 60.5 
per cent as at the end of March 1996 from 7 1.4 
per cent as at the end of March 1995. 

Graph V-2 
Average Monetary Ratios 
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Income Velocity of Money 

The income velocity of broad money has 
exhibited a downward trend suggesting that the 
demand for money has increased in response to 
the increase in income (Graph V-3). The data on 
income velocity for money for the 26-year period 
from 1970-71 to 1995-96 show that while the M ,  
income velocity has flattened. the M, income 
velocity has shown a sharp decline from 4.2 to 
1.9. The long-term movements in the income 
velocity of money reflect the changes in the 
financial structure, apart from real income growth 
and the opportunity cost of money which have 
been recognized as having a strong influence on 
the demand for money. The secular behavior of 
income velocity of money in India thus reflects 
the typical characteristics of an economy where 
monetization has gone apace with financial 
developments. 

Trends During the First Half of the Year 

Broad money registered a strong growth of 
Rs.37,567 crore (6.2 per cent) during the first half 
of 1996-97 (up to Septembsr 27, 1996) as against 
a lower rise of Rs.23.327 crore (4.4 per cent) during 

the comparable period of the previous year. On an 
annualised basis, monetary expansion at 15.3 per 
cent by September 27, 1996 was broadly i n  
confor~nity with the targetted growth of 15.5 - 16.0 
per cent envisaged for 1996-97 in  the credit policy 
of 1996-97. It may, however, be noted that the 
subdued broad money expansion of the first quarter 
of 1995-96 partly reflected the unusually high base 
on March 31, 1995; on March 17, 1995 basis, M, 
growth during the first half of 1995-96 works out 
much higher at 8.6 per cent. 

The broad money expansion during the first 
half of the current year was driven mainly by the 
strong growth in time deposits by Rs.34,705 crore 
(9.0 per cent). Currency with the public increased 
by Rs.1,534 crore (1.3 per cent). On the sources 
side, net bank credit to the Government recorded a 
substantial rise of Rs.15,560 crore (6.0 per cent) 
while other banks' credit to the commercial sector 
recorded the moderate increase of Rs.1,957 crore 
or 0.6 per cent. Net foreign exchange assets of the 
banking sector increased by Rs.7,558 crore in the 
first half of 1996-97 in contrast to the decline of 
Rs 2,857 crore in the comparable period of the 
previous year. 

Graph V-3 
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Reserve money declined by Rs. 10,426 crore 
(5.4 per cent) in fiscal 1996-97 (up to September 
27) as against the increase of Rs.5,379 crore (3.2 
per cent) during the corresponding period of the 
previous year. The monetised deficit at Rs.3,801 
crore was far lower than that of Rs.8,714 crore 
recorded in 1995-96, mainly due to a lower net 
issue of ad hoc Treasury bills. Owing to easy 
liquidity conditions emanating from the lagged 
effect of substantial reductions in CRR and the 
resultant easier call money market conditions, the 
Reserve Bank's claims on commercial and co- 
operative banks declined sharply by Rs. 13,902 crore 
as against the fall of Rs.1,878 crore in the 
comparable period in 1995-96. As a result of the 
accretion to the RBI's net foreign exchange assets 
by Rs.7.559 crore vis-a-vis lower recourse to the 
ad l~oc  Treasury bills coupled with fall in refinance 
facilities. the Reserve Bank's net domestic assets 
declined by Rs.17,985 crore. With lower currency 
growth in 1996-97 (up to September 27), the RBI's 
ratio of net foreign exchange assets to currency in 
circulation inched up to 66  per cent as on 
September 27, 1996. Reflecting the lower CRR 

Issue of Coins and Notes 

The following commemorative coins were 
issued for general circulation during 1995-96 : 

a) Rupee One coins with the themes of i )  
"Ear of Corn" and i i)  "Saint 
Thiruvalluvar" on the occasion of the 
Eighth World Tamil Conference 1995. 

b) Rupee Two coins with the theme of 
"Saint Thiruvalluvar" on the occasion of 
the Eighth World Tamil Conference 1995. 

C )  Rupee Five coins with the themes of i )  
"Agriculture Organisations" on the 
occasion of the Fiftieth anniversary of the 
Food and Agriculture Organisation 1945- 
95, ii) "Mother's Health is Child's 
Health" and iii) "Saint Thiruvalluvar" on 
the occasion of the Eighth World Tamil 
Conference 1995. 

The following new series of notes were issued 
by the Reserve Bank bearing the signature of the 
Governor, Dr.C.Rangarajan. 

requirements, to be maintained by scheduled a) Rs.101- (Shalimar Garden design) notes 
comnlercial banks, bankers' deposits declined with capital letter 'E' inset in the 
sharply by Rs.14.358 crore raising the money numbering panels. 
multiplier from 3.10 as on March 31, 1996 to 3.48 
on September 27, 1996. b) Rs.1001- notes with capital letter 'B' inset 

in numbering panels. 

Currency and Coinage 

During 1995-96, the composition of currency 
in circulation remained mostly unchanged compared 
with that of the previous years.The share of notes 
in circulation to currency in circulation which has 
been rising in the 'nineties increased marginally 
from 97.7 per cent as on March 3 1,  1995 to 98.1 
per cent as on March 3 1 ,  1996. The share of both 
rupee coins and small coins have fallen. 

Denomination-wise, the share of notes of 
Rs.50 and lligher denominations has risen in line 
with long-term trends.  The  share of notes 

The following notes were issued in the new 
series (Mahatma Gandhi design) bearing the 
signature of the Governor, Dr.C.Rangarajan. 

a) Rs.101- notes without inset in numbering 
panels. 

b) Rs. 1001- notes without inset in numbering 
panels. 

c) Rs.1001- notes with capital letter 'E' inset 
in numbering panels. 

Lost, Destroyed and Mutilated Notes 
denominated as Rs.500 has increased from 13.5 per During the year 1995-96, claims numbering 
cent in 1993-94 to 16.5 per cent in 1994-95. The 2.65 lakh (2.05 lakh claims i n  1994-95) were 
shares of all other denominations declined except received from various offices of the Reserve Bank 
those of Rs.10 and Rs.100 which rose marginally. to mutilated notes involving 425.62 

lakh pieces (371.8 lakh pieces last year) valued at 
1 .  Includes claims approved in the preceding year but paid Rs.36.21 crOre (Rs.34.85 crOre last year)- 

in the following year. approved for payment' amounted to Rs.46.48 crore 
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which was higher than the approved claims of 
Rs.34.92 crore in 1994-95. 

The aggregate value of claims at all banks 
comprising the Reserve Bank, the State Bank of India 
and its Associates and other public sector banks 
amounted to Rs. 1 15.8 crore (Rs. 109.8 crore last 
year). Despite the delegation of full powers to the SBI 
group and other public sector banks for acceptance 
and payment with respect to mutilated notes under 
the RBI Note Refund Rules, the proportion of claims 
received by the Reserve Bank declined only 
marginally from 3 1.74 per cent (Rs.34.85 crore) in 
1994-95 to 31.3 per cent (Rs.36.21 crore) in 1995- 
96. The share of claims received by the State Bank 
of India registered an increase from 28.3 per cent 
(Rs.31.08 crore)  in 1994-95 to 29.0 per cent 
(Rs.33.61 crore) in 1995-96 while that of other public 
sector banks remained unchanged at 40 per cent. The 
State Bank of India and other public sector banks 
together accounted for Inore than two-thirds of total 
claims received and 66.8 per cent of the amount 
approved for payment. 

Note Forgeries 

According to information received from 
National Crime Records Bureau, New Delhi, the 
volume of forgedlcounterfeit notes in circulation 
has increased in 1995-96. The total number of 
forged/counterfeit notes in circulation went up from 
6,997 pieces in 1994-95 to 10,644 pieces in 1995- 
96. The value of forged notes detected. rose from 
Rs.3.96 lakh in 1994-95 to Rs.7.07 lakh in 
1995-96. 

Banking Developmentsl 

All Scheduled Commercial Banks 

The scheduled commercial banks' deposits and 
credit aggregates recorded lower order of growth 
during 1995-96 than those in the previous year. 

The  aggregate deposits  of scheduled 
commercial banks increased by Rs.46,96 1 crore 
(12.1 per cent) during 1995-96, as compared with 

Graph V-4 

Trend in Aggregate Deposits and Bank Credit 
( 198 1-82 to 1995-96) 
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1 .  Those interested in de ta~ls  of the operations of Commercial Banks may refer to Rescrve Bank's Publ~cation "Trerld arlrl 
Progress of Battking in Irldia, 1995-96". 



MONETARY AND BANKING DEVELOPMENTS 

Graph V-5 

Annualised Variation of Aggregate Deposits 
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Rs.71,727 crore (22.8 per cent) in the previous year 
(Graphs V-4, 5 and 6 and Table V-3 and Statement 
47 of Vol.11). The deceleration in aggregate deposits, 
witnessed in the second half of 1994-95, continued 
in the first half of 1995-96 when aggregate deposits 
increased only by Rs.11,740 crore (3.0 per cent). 
The deposit growth, however, picked up in the 
second half of 1995-96 (Statement 51 of Vol. 11) 
responding, as it were, to policy measures in respect 
of the hike in ceiling on the interest rate for term 
deposits of less than 2 years' maturity and the 
flexibility given to banks to fix interest rates on 
term deposits above 2 years' maturity (effective 
October 1, 1995). The second half of 1995-96 
recorded deposit growth of Rs.35,220 crore (8.8 per 
cent)  with the last fortnight (March 15 to 
March 31) alone accounting for Rs.19,359 crore 
(41.2 per cent) of the increase in aggregate deposits 
during the entire financial year. The year-end bulge 
in deposits was especially high in 1995-96 (Table 
V-4). The revival of foreign exchange inflows in 
the last quarter of the year also facilitated the flow 
of funds into the banking sector as reflected in the 
reversal of the declining trend in the growth of 
demand liabilities. 

Bank Credit 

The expansion of bank credit during the year 
at Rs.42,455 crore (20.1 per cent) was substantial, 
yet lower than that of Rs.47,143 crore (28.7 per 
cent)  recorded in 1994-95. As regards its 
composition, food credit registered a 'sizeable 
decline on account of lower procurement of 
foodgrains, higher off-take and increased exports. 
On the other hand, non-food credit extended by 
scheduled commercial  banks registered an 
impressive increase of 22.5 per cent (Rs.44,938 
crore) on top of a rise of 29.8 per cent (Rs.45,776 
crore) in the preceding year. The incremental credit- 
deposit ratio rose during 1995-96 to 90.4 per cent 
from 65.7 per cent in 1994-95, with the non-food 
credit-deposit ratio going up to a high level of 95.7 
per cent. 

Investrnenfs 

During the year under review, the commercial 
banks' investment in Government and other 
approved securities increased by Rs. 15,529 crore 
(10.4 per cent) which was lower than that of 
Rs.16,731 crore (12.6 per cent) in 1994-95. 

Although banks' investments in Government 
securities slowed down to Rs.14,542 crore (12.4 
per cent) from Rs.16,484 crore (16.3 per cent) in 
1994-95, due to moderation in deposit growth and 
increased demand for non-food credit, banks 
continued to hold securities in excess of SLR 
requirements close to Rs.25,000 crore at the end 
of March 1996. 

Disaggregated Bank Group-wise Analysis 

At the disaggregated bank-group level, the SBI 
group and foreign banks group improved their 
shares in overall deposits mobilised during the year 
from 21.6 per cent and 3.8 per cent, respectively, 
in 1994-95 to 32.8 per cent and 5.9 per cent, 
respectively, in 1995-96. Contemporaneously, the 
share of nationalised banks declined from 55.5 per 
cent in 1994-95 to 46.1 per cent in 1995-96. On 
the credit side, the shares.of SBI group and foreign 
banks in non-food credit extended during the year 
increased, respectively, to 32.4 per cent and 14.9 
per cent in 1995-96 from 25.0 per cent and 11.7 
per cent, respectively, in 1994-95. Such a share in 
respect of nationalised banks declined to 37.3 per 
cent from 45.9 per cent during the same period 
(Table V-5; Statements 48, 49 and 50 of Vol. 11). 

Trends during April-September 1996-97 
The upturn in aggregate deposits witnessed in 

the second half of 1995-96 continued through the 
first half of 1996-97 with aggregate deposits 
increasing by Rs.30,599 crore (7.1 per cent) as 
against an increase of Rs. 11,740 crore (3.0 per cent) 
during the comparable period of the previous year 
(Statement 47 of Vol.11). Bank credit declined 
marginally by Rs.1,907 crore (0.8 per cent) as 
against an increase of Rs. 10,229 crore (4.8 per cent) 
i n  the corresponding period of the previous year. 
Non-food credit recorded a fall of Rs.552 crore (0.2 
per cent) during the period in contrast to an increase 
of Rs.9,898 crore (5.0 per cent) in the comparable 
period last year. Food credit decreased by Rs. 1,355 
crore (13.8 per cent) in the first half of 1996-97 as 
against an increase of Rs.331 crore (2.7 per cent) 
last year. 

Sectoral and Industry-wise Deployment of 
Credit 

Data on sectoral deployment of credit by 47 
scheduled commercial banks (27 nationalised banks 
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and 20 major private sector banks, excluding RRBs) 
accounting for about 91 per cent of non-food credit 
in  1995-96 indicate a lower expansion in non-food 
gross bank credit of Rs.37,196 crore as compared 
with an increa5e of Rs.38.760 crore during 1994- 
95 (Statement 74 of Vol. 11). 

The industry-wise deployment of gross bank 
credit i n  1995-96 reflects sizeable increases in 
incremental bank credit to all industries except 
construction. However. credit to industries as a 
whole recorded a lower order of growth of 22.2 
per cent (Rs.22,682 crore) in 1995-96 as compared 
with 27.1 per cent (Rs.21,828 crore) in 1993-95 
(Statement 76 of Vol. 11). 

Advances to Priority Sector 

Credit extended to priority sector by public 
sector banks witnebsed further improvement in 
1995-96. Such advances increased during the year 
by Rs.7.815 crore to Rs.69,609 crol-e from 
Rs.6 1.794 crore as at end-March 1995. As a ratio 
to net bank credit. i t  increased from 36.6 per cent 
as at end-March 1995 to 37.8 per cent at end-March 
1996, but was still 2.2 percentage points below the 
stipulated level of 3 0  per cent (Table V-6). 
Although advances to agricultural sector increased 
fro111 13.9 per cent to 13.3 per cent during the same 
period. i t  remained far below the stipulated sub- 
target of 18 per cent. However, advances to the 
non-agricultural priority sector exceeded the 
stipulated sub-target of 22 per cent by 1.5 
percentage point. The priority sector advances to 
the weakel- sections at 8.5 per cent as at end- March 
1996 fell hhort of the 10 per cent sub-target by 1.5 
percentase points. 

The latest available data indicate that although 
priority sector advances by private sector banks 
(excluding newly set up private sector banks) rose 
by 52.5 pel. cent from Rs.4.063 crore (30.0 per cent 
of' net bank credit) in  March 1995 to Rs.6,198 crore 
(32.5 per cent of net bank credit) in March 1996, 
these were still 7.5 percentage points short of the 
stipulated 40 per cent target (Statement 77 of 
Vul. 11). 

Cornl7osition of Priorihl Sector Advances 

The composition of priority sector advances 
by public and private sector banks underwent a 
marginal change in 1995-96. While the share of 
agriculture in total priority sector advances declined 
somewhat in respect of both public sector banks 
and private sector banks (March 1996 over March 
1995), the share of s~tiall scale industries increased 
in case of both categories of banks. Within 
agriculture. there was some shift from direct to 
indirect agricultural advances in respect of both 
public sector banks and private sector banks 
(Statement 77 of Vol. 11). 

Export Credit 

The export credit refinance limits of all 
scheduled commercial banks increased by Rs.4,747 
crore (50.5 per cent) to Rs.14,142 crore as on 
March 29, 1996 from Rs.9,395 crore as on March 
3 1, 1995. The proportion of export credit refinance 
limits to outstanding export credit eligible for 
refinance increased from 48.0 per cent to 54.0 per 
cent during 1995-96 (Table V-7). With the revision 
in export credit refinance formula in April 1996, 
the limit has declined since to 47.8 per cent as on 
September 27, 1996. The proportion of aggregate 
export credit to net bank credit increased from 12.1 
per cent as at the end of March 1995 to 12.6 per 
cent as on March 29, 1996. 

The export credit outstanding increased from 
Rs. 19,592 crore at end-March 1995 to Rs.26,213 
crore a year later. After going up to Rs.26,455 crore 
in June 1996, i t  declined to Rs.23,798 crore by end- 
September 1996. This reflected in part the 
movements in  call money markets. 

Details of monetary and credit policy measures 
formulated during 1995-96 (from October 1995) 
and 1996-97 (up to the end of September 1996) 
are set out in Annexure - I. 

Special Programmes 

The various social sector schemes for 
employment generation and poverty alleviation have 
continued to be an essential feature of the country's 
development strategy. The achievements under these 
schemes during 1994-95 and 1995-96 are presented 
in Annexure - 11. 
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A new scheme. nalnely Prime Minister's 
Integrated Urban Poverty Eradication Programme 
(PMIUPEP) was launched on January 16, 1996 with 
the ohjecti\ie of eradicating urban poberty by the 
year 2000. The scheme which is to be implemented 
i n  over 400 urban agglo~uerates. will cover urban 
poor living below the urban poverty line of 
Rs. 1 1.850 per household per annuni. 

Branch ExpansionIBranch Licensing Policy 

In tune with the objectives of banking reform, 
the branch licensing policy continued to be liberal 
in 1995-96. Opening of new bank branches require 
colnpliance with prudential criteria including (i) the 
8 per cent CRAR norm, with a certificate from 
bank's auditors to that effect, (ii) net profit for three 
consecutive years. ( i i i )  the extent of non-performing 
assets not to exceed 15 per cent of total outsta~iding 
loans with auditors' certificate to that effect, (iv) 
minimum net owned funds of R5.100 crore, (v) 
approial of the plan of openlng branches by the 
Board of Directors. and ( 1 1 1 )  submission of the plan 
to the Reserve Bank for approval. 

'Stand-alone' Autolnated Teller Machines 
(AThls) installed at places other than at branches 
and extension counters were per~nitted to carry out 
functions restricted to deposits and withdrawals, 
personal identification number (PIN) changes. 
requisition for cheque books, statement of accounts, 
balance inquiry and inter-account transfer which, 
how\-er .  woilld be restricted to accounts of the 
same customer at the same centre. 

Deta~ls of branch expansion in  the States are 
\et out 111 Statement 79 of Vol. TI. Bank group- 
b l \ e  / population group-wihe distribution of banks 
are gl\en In Statement 80 of Vol. 11. 

Indian Banks Abroad 

During the year. no new branches were opened 
abroad by Indian banks. After the closurelmerger 
of 5 branches, the total number of overseas 
branches of Indian banks (8 public sector and 1 
pri\j;tte sector)  came down to 96  while 
Repr-esentati ve Offices of Indian banks abroad 
remained at 14. The number of ~ lho l ly  owned 
subsidiaries and joint ventures remained at 11 and 
7. respectively. 

Foreign Banks in India 

During 1995-96, the nulnber of foreign banks 
operating in India increased from 27 to 31. As at 
the end of July 1996, there were 36 foreign banks 
operating in  India. The number of representative 
offices of foreign banks in India increased to 27 
from 23 during the year. Twelve foreign banks are 
having agency arransements with Indian companies 
or ind~viduals. 

Regional Rural Banks (RRBs) 

The number of RRBs remained unchanged at 
196. During 1995-96, deposits and advances of 
RRBs increased by Rs.2,522 crore (23.2 per cent) 
and Rs. 1,088 crore ( 1  7.5 per cent), respectively, as 
compared n.ith Rs.2.803 crore (34.8 per cent) and 
Rs. 1 , I  77 crore (23.4 per cent) .  respectively. 
recorded in the previous year (Statement 78 of 

Primary (Urban) Co-operative Banks 

The number of Primary (Urban) Co-operative 
Banks (PCBs) at the end of March 1996 stood 
higher at 1,501 as against 1.43 1 a year ago. The 
number of licensed PCBs rose to 1,180 from 1,107 
during this period. The nulnber of offices of PCBs 
moved up to 4,537 from 4,123 at the end of March 
1995. Deposits of PCBs aggregated Rs.23,841 crore 
at the end of March 1996, rising by 18.6 per cent 
over the year, and their outstanding advances were 
of the order of Rs.17,675 crore, recording an 
increase of 19.5 per cent over the year (Table V-8). 

Refirlnrlce F~lcilitirs 

The Reserve Bank of India continued to 
extend refinance facilities at the Bank Rate to the 
eligible PCBs against their advances to tinylcottage 
i~idustrial units. During 1995-96, short-term credit 
li~nits aggregating Rs.4.6 crore were sanctioned to 
the State Co-operative Banks on behalf of 8 PCBs. 
At the end of March 1996. the amount outstanding 
against the limits sanctioned stood at Rs.2.9 crore 
as against Rs.3.9 crore a year ago. 

Priority Sector Len~lirlg 

The PCBs are required to lend 60 per cent of 



MONETARY AND BANKING DEVELOPMENTS V-1 1 

their total advances to priority sector activities and the case of such credit by commercial 
of this, at least 25 per cent is to be allocated to banks. The scheme was, however, finally 
weaker sections. At the end of March 1996, of the terminated in February 1996. 
831 reporting PCBs, 694 had achieved the target. 

b) The rate of interest on post-shipment 

Weak and Non-viable Banks 

The number of weak and non-viable PCBs 
stood at 216 at the end of March 1995, as against 
233 at the end of March 1994. There were 17 PCBs 
which were issued directions under Section 35A 
of Banking Regulation Act, 1949, at the end of 
March 1996. 

Lending to Nan-Banking Financial Companies 

PCBs have been advised that they should not 
finance non-banking financial companies (NBFCs) 
other than the hire purchase/leasing companies. 

Loan System for Deliver?, of Bank Credit 

The PCBs were advised that in the case of 
borrowers with assessed Maximum Permissible 
Bank Finance (MPBF) of Rs.20 crore and above, 
the 'Cash Credit' component would be 40 per cent 
of the MPBF and the balance 60 per cent would 
be in the form of 'Loan' component. With a view 
to extending the Loan System in respect of the 
borrowers with assessed MPBF of Rs. 10 crore and 
above but less than Rs.20 crore, the PCBs were 
also advised that 60 per cent of the MPBF in these 
cases would be in the form of 'Cash Credit' 
component and the balance 40 per cent would be 
by way of 'Loan' component. 

Interest Rate Revision 

u )  Lending Rates 

With effect from June 21, 1995, interest rates 
on advances of PCBs were deregulated. subject to 
the prescription of a minimum lending rate of 13.0 
per cent per annum. 

In alignment with the revision in the interest 
rates on export credit and import finance of 
commercial banks, the following changes have been 
effected for the PCBs also. 

a) Interest rates on advances under the post- 
shipment credit denominated in foreign 
currency (PSCFC) were revised from time 
to time on the basis of similar changes in 

export rupee credit for over 90 days and 
upto 180 days was freed. 

c) The PCBs were advised to charge 15 per 
cent interest rate surcharge on the 
outstanding bank credit for import, which 
was subsequently raised to 25 per cent i n  
February I 996. 

Deposit Rates 

As part of a gradual move towards providing 
greater flexibility i n  determining deposit rates, 
effective October I ,  1995, the PCBs were given 
the freedom to fix their own interest rates on 
domestic term deposits with a maturity of over 2 
years, and in the case of domestic term deposits of 
46 days and upto 2 years, the interest rate was 
prescribed at 'not exceeding 12.0 per cent per 
annum'. Further, with a view to providing banks 
greater flexibility in determining their term deposit 
rates, effective July 2, 1996, the PCBs were given 
freedom to fix their own interest rates on domestic 
term deposits  of over one year. With the 
developments in the money markets and the 
progressive move from the cash credit system to 
the loan system, there was a need for providing 
some outlet for management of the short-term 
surplus funds which made i t  imperative to reduce 
the minimum period of term deposits from 46 days 
to 30 days. Accordingly, effective July 2, 1996, the 
interest rate on domestic term deposits of 30 days 
and upto one year was prescribed at "not exceeding 
11.0 per cent per annum". The revised domestic 
term deposit rates would apply only to fresh 
deposits and on renewals of maturing deposits. The 
revised deposit rates are set out below : 

Deposits (excluding Non-resident Deposits) 

(Per cent per annuln) 

I) Current account Not exceed~ng 0.5 

~ i )  S;lvinp account 3.5 

i i i )  Term deposirs 

a) 30 days and Not exceed~ng I I .O 

upto I year 

b)  Over I year Banks are free to decide 

the rare o f  Interest 
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Deposits under Son-resident (External) Rupee Accounts 
(NRE account) Scheme 

I )  Cur~.cnt ilcco~lnt NII 

i l )  Savlnf  account 1.5 

1 1 1  I Term deposits 

n) h llionrhs and Nor excerdlng 12 0 
upto 2 years 

hr Over ! year? Banks are free to declde 
tile rate of Inrerest 

Ma.xirn~rrn Lirrlit oil Advatzces 

The maximum limit on advances of the PCBs 
based on Time and Demand Liabilities (TDL) was 
withdrawn and instead prudential exposure limits 
based on capital funds have been introduced since 
January 1996. Accordingly. banks have been 
advised that the exposure ceiling on fund based and 
non-fund based limits should be fixed in relation 
to banks' capital funds and i t  should not exceed 
25 per cent of capital fund in the case of individual 
borrowers and 50 per cent in the case of group of 
borrowers. 

Selective Credit Controls 

In the context of favourable price-output 
situation of sensitive cornmodiries, the selective 
credit control provisions on advances against the 
commodities. which are subject to the control 
stipul:itions. were liberalised d u r i n ~  the year. by 
reducing the minimum margins on all the 
commodities covered under the controls and raising 
the level of credit ceilings on some commodities. 
The changes effected i n  the control stipulations 
have been indicated below in a chronological order. 

April 1996 

Rccllrrrion in Miniriiirrrz Maigiris on Advance.~ 
ag~i~i .v t  All Cornriiodities 

The minimum margins on advances against all 
commodities covered under selective credit controls 
were reduced, effective April 4. 1996, by 15 
percentage points, across the board. Accordingly, 
the minilnum margins on advances against pulses, 
oilseed5 and vegetable oils (including vanaspati) 
were stipulated at 45 per cent for millslprocessing 
units and against warehouse receipts covering 
stocks of these commodities and 60 per cent to 
'otherx' (mainly trade). The margins on 'other 
foodgrainh' (viz.. other than paddylrice, wheat and 
pulses) cvere set at 30 per cent to 'mills1 processing 

units' and against warehouse receipts and 45 per 
cent to 'others'. The minimum margins on advances 
against released stocks of sugar were fixed at 60 
per cent for millslprocessing units and 'others' and 
45 per cent against warehouse receipts covering 
stocks of this commodity, while the margins on 
advances against gur and khandsari to mills1 
processing units were set at 30 per cent, 60 per 
cent for 'others' and 45 per cent against warehouse 
receipts covering stocks of these cornmodities.The 
rtlargins on cotton to 'others' (other than cotton 
mills including spinning mills) were set at 45 per 
cent against stocks and 30 per cent against 
warehouse receipts covering stocks of this 
commodity. In the case of buffer stock of sugar 
and unreleased stocks of sugar, the existing 
prescriptions of zero per cent and 20 per cent, 
respectively, were continued. 

Level of Credit Ceiling 

In the case of commodities where there is a 
stipulation of level of credit ceiling, the base period 
for determining the peak level of credit was brought 
forward by one year to the three years ended 1994- 
95 (November-October). effective April 4, 1996. 

Incl-etrse in rlze Level oj'Cr.edit Ceilirlgs on 
Aclcances crgainst Prrlses, Oilseeds urzd Vegetable 
Oils 

The level of credit ceilings on advances 
against pulses. oilseeds and vegetable oils 
(including vanaspati) were raised, effective April 
4. 1996, by 15 percentage points, to set them 
uniformly in respect of all commodities at 100 per 
cent of the peak level of credit maintained by the 
party in any of the three years ended 1994-95 
(November-October). 

July 1996 

The minimum margins on advances to sugar 
~nills against released stocks of sugar and to 'others' 
and warehouse receipts covering stocks of sugar, 
gur and khandsari were reduced. effective July 2, 
1996, by 15 percentage points. Accordingly, the 
minimum margins on released stocks of sugar to 
~nills/processing units and 'others' (mainly trade) 
were stipulated at 45 per cent and 30 per cent 
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against warehouse receipts covering stocks of this 
commodity. The minimum margins on advances 
against gur and khandsari were stipulated unifornily 
at 30 per cent for mills/processing units and against 
warehouse receipts covering stocks of these 
conlmodities and 45 per cent to 'others'. In the 
case of buffer stock of sugar and unreleased stocks 
of sugar. the existing prescriptions of zero per cent 
and 20 per cent, respectively. were continued. 

Rrclucrio~z in Mirli~i~~tril Margin on Cotton and 
K C ~ ~ U S  

Effective July 2. 1996, the minimum margin 
on advances against cotton and kapas was reduced 
by 15 percentage points to 'others' (viz., other than 
cotton mills including spinning mills), setting 
thereby the margins uniformly at 30 per cent to 
'others' and against warehouse receipts covering 
stocks of this commodity. Mills including spinning 
mills continued to be exempt from the provisions 
of selective credit controls. 

Itzct-euse in the L e ~ ~ e l  nf Crrdir Ceiling O I L  Cotton 
N I K I  K U ~ C I J  

Effective July 2. 1996, the level of credit 
ceiling on advances against cotton and kapas was 
raised by 10 percentage points from the then 
existing 100 per cent to 110 per cent of the peak 
level of credit maintained by the party in any of 
the three years ended 1994-95 (November - 

October). 

The revised structure of minimum margins and 
level of credit ceiling stipulations applicable on the 
advances against the commodities covered under 
selective credit controls as on July 2, 1996 is 
presented in Table V-9. Scheduled commercial 
banks' outstanding advances against selected 
co~nmoditie!, are set out in Table V-10. Security- 
wise advances to niills/factories and industrial users 
a.5 a percentage of total credit against sensitive 
commodities are indicated in Table V-l I .  

The provisions of the directives on selective 
credit controls as applicable on July 2, 1996 are 
furnished in  Arinexure - 111. 

Rural Credit 

Institutional finance for the rural sector 
consists essentially of loans extended by Scheduled 

Commercial Banks (SCBs), Regional Rural Banks 
(RRBs) and Co-operatives comprising of Primary 
Agricultural Credit Societies (PACS), Large-sized 
Adivasi Multi-purpose Societies (LAMPS) ,  
Farmers' Service Societies (FSS) and Central Land 
Development Banks (CLDBs). 

Institutional Finance for Agriculture and Allied 
Activities 

a )  Direct Fi~lance 

The direct institutional loans for agriculture 
and allied activities issued by the Co-operatives, 
State Governments, Scheduled Commercial Banks 
and RRBs, during 1994-95 increased substantially 
by Rs.4,737.8 crore or 32.4 per cent to Rs.l9,373.8 
crore from Rs.14,636 crore during the previous year. 
The outstanding loans of these institutions 
amounted to Rs.41,096.4 crore at the end of March 
1995 as against Rs.36,988.7 crore at end-March 
1994, recording a rise of 11.1 per cent over the 
year (Table V- 12). 

The Co-operatives comprising of PACS 
(including LAMPS and FSS) and CLDBs accounted 
for a preponderant 56.2 per cent of the total 
institutional credit disbursed for agriculture and 
allied activities during 1993-95. These advances 
grew substantially by Rs.2.398.9 crore or 28.3 per 
cent from Rs.8,484.0 crore in 1993-94 to 
Rs.10.882.9 crore in 1994-95 mainly on account 
of the rise in short-term loans. While the short- 
term loans disbursed by the PACS. including 
LAMPS and FSS which accounted for nearly 77 
per cent of the total advances of the Co-operatives 
during 1994-95. rose sharply by as much as 
Rs.2J37.6 crore or 38.7 per cent to Rs.8.376.6 
crore, the medium and long-term loans issued by 
the PACS and CLDBs, however, recorded only a 
marginal increase of Rs.61.3 crore or 2.5 per cent 
to Rs.2,506.3 crore. The outstanding advances of 
the Co-operatives aggregated Rs.17,167.5 crore at 
the end of March 1995, compared with Rs.15.316.0 
crore a year ago, thus recording a rise of 12.1 per 
cent over the year (Table V-12). 

There was a remarkable rise In the loans 
issued by the Scheduled Comn~ercial Banks during 
1994-95. The rota1 loans (both short-term and long- 
terrn) issued aggregated Rs.7,407.9 crore, recording 
a spurt of Rs.2,008.0 crore or 37.2 per cent over 
the previous year. The short-term loans amounting 
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to Rs.3.841.6 crore. recorded a rise of Rs.981.4 
crore or 34.3 per cent over the previous year. The 
term loans. which almost stagnated during the 
pre\.ious year. increased by as much as Rs.l,026.6 
or 40.4 per cent during 1994-95 to reach a level of 
Rs.3.566.3 crore. The outstanding advances of 
Scheduled Conlmercial Banks on June 30, 1995 
atnounred to Rs.20.920.0 crore. recording an 
accretion of Rs. 1.807.1 crore or 9.5 per cent over 
Rs.19.1 12.9 crore a year ago (Table V-12). 

The loans issued by the RRBs also increased 
appreciably during 1994-95 by 44.0 per cent from 
Rs.752. I cror-e to Rs. 1.083.0 crore. The share of 
RRBs i n  the loans issued by all institutions 
i~npro\.ed to 5.6 per cent from 5.1 per cent in 1993- 
94. The outstanding loans of the RRBs aggregated 
Rs.3.008.9 crore a t  the end of March 1995, 
compared urith Rs.2.559.8 crore at the end of March 
1994. sho\vinr a rise of 17.5 per cent over the year 
(Table V- 12 1. 

The loans disbursed by the State Governments, 
\vhosc share remains very nominal i n  total 
institutional loans. increased by Rs.19.7 crore or 7.9 
per cent from Rs.377.0 crore in 1993-94 to Rs.406.7 
crore in 1994-95 (Table V-  12). 

The outstanding indirect institutional loans for 
agriculture and allied activities by Scheduled 
Com~nrrcial Banks arnounred to Rs.2.865.5 crore at 
the encl of June 1995, recot-din? a rise of 36.5 per cent 
o\.er. the year. The indirect loans extended by RRBs 
have been declining over the years. The amount of 
loans issued by these insti~utions was a paltry Rs.O.1 
crore during 1994-95. Their outstanding loans were 
Rs.32.8 crore at  end-March 1995. The outstanding 
:trnount of loans provided by the Rural Elecrrification 
Corporation of India stood at Rs.6,191.9 crore at the 
end of hlarch 1995 as against Rs.5.654.6 crore at the 
end of M m h  1994. thereby recording a rise of 9.5 
1x1. cent (Table V- 13). 

Scheduled Colnmercial Banks 

As mentioned earlier. agricultural loans issued 
hy Scheduled Commercial Banks rose significantly 
during 1994-95. A brief analysis of the bank group- 
wise. purpose-wise anil region-wise disbursement 
of direct loans of Scheduled Commercial Banks is 
provided in the followir~g paragraphs. 

Bailk Grorip-rvise Disbr~r-seii~enfs 

All categories of Scheduled Commercial 
Banks showed impressive growth performance in 
their credit disbursals in 1994-95. The disbursement 
by the State Bank of India group increased by 
nearly 50 per cent to reach a level of Rs.2.401 crore 
as against the decline of 1.7 per cent in 1993-94. 
Consequently, their share in total agricultural credit 
of the Scheduled Commercial banks ilnproved to 
32.4 per cent in 1994-95 from 29.9 per cent during 
the previous year. The disbursement of credit by 
Nationalised Banks (excluding the SBI group) as n 
group also rose considerably by 31.5 per cent to 
Rs.4,626 crore during 1994-95. The credit disbursed 
by other Scheduled Comll~ercial Banks including 
Foreign Banks rose by Rs. 1 1  3 crore or 41.6 per 
cent to Rs.381 crore during 1994-95 (Table V-14). 

The term loans recorded a significantly higher 
growth of 40.4 per cent during 1994-95, as against 
34.3 per cent growth i n  the short-term loans. Of the 
total term loans amounting to Rs.3.566.3 crore, 
nearly two-third was provided for agricultural 
activities alorie and the remaining one-third was for 
allied activities such as dairying, poultry, fishery, 
etc. Loans for tractors. agricultural implements. and 
machinery, which accounted for 35.1 per cent of total 
term loans, increased by 35.2 per cent to Rs.1,250 
crore.  The loans for rec la~na t ion  and land 
de\ eloptnent schemes also increased significantly by 
23.1 per cent. The loans disbursed for off- farln 
activities such as dairying. poultry. fishery etc. 
recorded a much sharper growth of 50.9 per cent 
during the year. Dairying. among these activities. 
claimed the largest amount (Rs.384.2 crore); the 
growth of the same at 13.6 per cent was, however, 
relatively less pronounced. Credit disbursements rose 
impressively for other activities like poultry, piggery 
and bee-keeping (75.5 per cent) and fisheries (1  12.2 
per cent) during the year (Table V-  1 5). 

R r ~ i o ~ l - w i s e  Di.sOilrse~~ze~lrs 
The smart spurt in credit disbursements during 

1994-95 was seen in all the six regions. The 
Southern Region continued to account for the rnajor 
chunk of the credit disbursed (69.3 per cent of the 
short term loatis and 32.5 per cent of the term 
loans), though the relative share of the region 
declined from 55.1 per cent in 1993-94 ta 51.6 per 
cent ill 1994-95. The relative share of the Western 
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Region improved to 17.5 per cent from 13.1 per 
cent i n  the previous year. While the relative share 
of the Northern Region improved rnarginally from 
I l .O per cent i n  1991-94 to 1 1.3 per cent in  1994- 
95 dnd that of the Eastern Region improved from 
6.0 per cent to 6.3 per cent, the share of the North- 
Eastern Region dwindled to a mere 0.5 per cent 
from the already low of 0.6 per cent, and that of 
the Central Region dropped from 14.1 per cent to 
12.7 per cent (Table V- 16). 

Pl.iorit~, Sector Adrwnces of P~lhlic Sector Bunks 

The outstanding advances of the Public Sector 
Banks for the priority sector activities at end-March 
1996 stood at Rs.69.609 crore which marked a rise 
of 12.6 per cent over Rs.61,794 crore a year ago. 
The relative h a r e  of priority sector advances in 
the total outstanding advances of the public sector 
banks impro\.ed from 36.6 per cent at end-March 
1995 to 37.8 per cent at end-March 1996. The total 
outstanding advances to agriculture. both direct and 
indirect. recorded a growth of 12.1 per cent from 
Rs.23.5 13 crore at the end of hlarch 1995 to 
Rs.26,351 crore a t  the end of March 1996. The 
relative share of agriculture i n  total bank credit 
improved from 13.9 per cent to 14.3 per cent during 
this period (Table V- 17). 

NABARD and Rural Credit 

Assistorr~~e ,for. Agriclrltlrr-(1 crrld A l l i c~ l  Actir1irie.r 

NABARD continued to extend its refinance 
hupport to a broad spectrum of production activities 
i n  the rural sector. The details of financial assistance 
provided by NABARD to the Slate Co-operative 
Banks. Regional Rural Banks and State 
Governments for financing various production 
activities other than those covered under its 
schematic lending operations are set out in Table 
V-18. A brief account of NABARD's refinance 
operations ic psesented in the following paragraphs. 

The major chunk of NABARD's short-tern] 
credit support is disbursed for financing Seasonal 
.i\gricultural Operations (SAO). The credit limits 
sanctioned by NABARD to the State Co-operative 
Banks for financing SAO aggregated Rs.4.750 crore 
during 1995-96 which was Rs.635 crore (15.4 per 

cenl) more than Rs.4.115 crore during 1994-95. The 
a ~ n o u n t  outstanding under this head stood at 
Rs.2.930 crore at the end of March 1996. Similarly. 
the short-term credit limits for SAO sanctioned to 
the RRBs during 1995-96 at Rs.830 crore were 14.0 
per cent higher than Rs.728 crore during 1994-95. 
Among the short-term credit for other purposes. 
credit limit sanctioned to the State Co-operative 
Banks for production and marketing activities of 
Co-operative Weavers' Societies rose by 14.9 per 
cent to Rs.701 crore during 1995-96 and that for 
financing of sugar factories rose by 17.5 per cent 
to Rs.275 crore during 1995-96 (Table V- 18). 

Metiiiiiil-rcrrn CretJit 

The medium-term credit limits sanctioned by 
NABARD for approved agricultural purposes to the 
State Co-operative Banks during the calendar year 
1995 declined to Rs.6.0 crore from Rs.9.0 crore in 
1994. Credit  for converting the short-term 
agriculrural loans into medium-tenn loans declined 
enormously to Rs.b4 crore during 1995-96 fro111 
Rs.161.0 crore in the previous year. The credit 
limits sanctioned to the RRBs for non-schematic 
purpose during 1995-96 were of the order of 
Rs.39.0 crore which was lower by Rs.34.0 crore 
than the limits sanctioned during 1994-95 (Table 
v- 18). 

Lo~lg-tern1 Cr-ellit to Statc Govrrni~le~lts  

During the financial year 1995-96, NABARD 
sanctioned long-term credit limits amounting to 
Rs. 100.0 crore as against Rs.73.0 crore sanctioned 
during the previous year to the State Governments 
for enabling them to contribute to the share capital 
of co-operative credit institutions (Table V- 18). 

Sclle111aric./111r~esrr,leilt Credit 

During 1995-96, the total arnount of refinance 
disbursements by NABARD under its various 
schematic lending operations stood at Rs.3.064 
csorr, recording a rise of only 1.8 per cent over 
Rs.3.011 crore disbursed during 1993-94. The 
growth rate of the same. i t  may be noted, had 
decelerated over the years from 16.4 per cent i n  
1993-94 to 9.7 per cent in 1994-95 and sharply 
further down to 1.8 per cent in  1995-96. Agency- 
wise, purpose-wise and region-wise data on 
refinance assistance provided by NABARD as set 
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out in Tables V- 19. V-20 and V-2 1 ,  respectively, Northern Region and 4. I per cent rise in the Eastern 
bhow rhe following pattern. Region (Table V-2 1 ). 

NABARD offers its refinance support to four 
agencies namely, State Co-operarive Agricultural 
and Rural Developnient Banks (SCARDBs),  
formerly known as State Land Development Banks, 
Scheduled Coni~tiercial Banks, RRBs and State Co- 
operative Banks for various sclie~iiatic lending 
programmes. The ngcncy-wise break up of the data 
on disbursement of refinance during 1995-96 shows 
tha t  the SCARDBs accounted for the largest (48 
per cent) share ill the total refinance of Rs.3,064 
cl-01-e. t'ollou,ed by Scheduled Co~nrnercial Banks 
( 2 7  per cenr). While the disbursement of refinance 
to SCARDBs and RRBs increased by 20.2 per cent 
and 11.6 per cent. respectively, that to the 
Scheduled Commel-cia1 Banks declined by 23.0 per 
cent (Table V- 19). 

The p u r p o x - w i x  analysis of the data on 
disbursements reveals that farm niechanisation 
operations accounted for the Inreest share of nearly 
23.0  per cent in total refinance disbursements 
during 1995-96. almost same as i n  the previous 
year. The amount ~noved up from Rs.685.0 crore 
in 1993-95 to Rs.70 1.0 crore in 1995-96. recording 
a rise of 2.3 pel: cent as against 21.6 per cent in 
1993-94 and 8.6 per cenr i n  1993-95. Minor 
irrigation projects received the second highest share 
of tlie disbursement amountins to Rs.007 crore, 
which was marginally higher than the disbursement 
clurins 1994-95 (Rs.598 crore). Land De\lelopment/ 
Command Area Development acti\:itie.; recorded 
the highest growth in disbursenlent. which were up 
by 7 0 . 6  per cenr from Rs. 17.0 crore in 1994-95 to 
Rs.29.O crore in 1995-96. Disbursement of refinance 
t'or non-f~rni activities such as fislleries. poultry and 
dairy development. etc., also posted impressive 
growth. rilhc~it at a decelerated pace. In contrast, 
refinance for IRDP schemes declined by 25.6 per 
cent to Rs.46 1.0 crore in 1995-96 from Rs.620.0 
CI-ore in  1994-95 (Table V-20). 

.A close look at the rezional pattern of 
distribution of refinance by NABARD reveals that 
the Sou\hern Resion accoutited for tlie highest share 
i n  total disbursement (3  1.9 per cent) in 1995-96, 
followed by the Central Region (20.6 per cent), the 
Northern Region (18.5 per cent) and the Western 
K q i o n .  ( I  7.5 per cent). In ternis of growth. the 
Norrh-Eastern Region recorded an impressive 33.4 
per cult rise i n  regard to tlie disbursement of 
refinance. follo~led by 8.9 per cent rise in the 

Refinaizcc L I I I C ~ P I -  IRLIP 

NABARD's refinance assistance during 1995- 
96 under IRDP schemes declined substantially by 
25.6 per cent from Rs.620 crore in 1994-95 to 
Rs.361 crore in 1995-96. The drop was experienced 
across all the purposes except livestock. The 
disbursenlents for 'industries, services and business' 
claimed as much as Rs.224 crore accounting for 
48.5 per cent of total refinance under IRDP. Among 
the other purposes, dairy development got 19 per 
cent, minor irrigation 11 per cent, and livestock 10 
per cent (Table V-22). 

Irlrrrest Rutes 

NABARD made certain revisions in the 
structure of interest rates charged by it on its 
refinance facilities effective August I ,  1995. The 
interest rates at the ultimate beneficiaries level 
remained unchanged during 1995-96. The revised 
rates of interest on refinance to different agencies 
and the rates of interest to ultimate beneficiaries in 
respect of term loans (3 years and above) are as 
under : 

(Per cent per a n n u m )  

Kale ot 1111erebt 011 refinance 

Size Linlir Kate of lnrercir R U B S .  Stale C o ~ n ~ n c ~ - c ~ a l  
10 u111111atc Co-op. B a n k s  
h c n e l ~ c ~ n r ~ e b  B , u ~ k s  slid 

SCARIIBs 

I Upto and ~ n c l u s ~ \ e  I ?  0 
ot Ks.2.000 

2 O\'ZI K~ .25 .000  and 13 
u ~ x o  R \  2 Inhh\  

3 O \ ~ I  l<s ? l 3 a n A ~  arc 
InL l~r  11cc 10 

detel-lnine 
the I I I ~ Z I - ~ S ~  

1r31cb 

6 5 
16 5)  

9 5 
19  3)  

I '  0 
t K I < U \ - I  1 % .  
SCB-4 5 ;  
hclo\\ rhc 
r n ~ e  ch31ged 
to {he ulr~lnatz, 
hrnrl~ciarles, 
SCARDBI-  
lhrusr  arc2 
0 5 3 .  1101l- 

r l i~usr are;\ 
I0 5 % )  

8 5 
(7 .5)  

I0 5 
( 10.0) 

7 7 
below rhe 
r:ite cha~ged  
to the 
u l r ~ ~ n a t e  
benef~c-  
tarie, 

(4  B bcl0\b 
111e 1.31~ 

charged to 
rhc ultlnlare 
b rne f~c i -  
a l e s )  

Pre-1.21 ~ s c d  raIeC arc sllown 111 brac le l i  

511r11rc . N A B A R D .  
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ARDR Scheme, 1990 The significant potential benefit arising out of 

Details of claims lodgedldebt relief provided incomplete infrastrudture projects, particularly the 

by the State Co-operative Banks, SCARDBs, and irrigation schemes, lies in restoring and fructifying 

RRBs under the Agricultural and Rural Debt Relief the utility of huge amounts of nearly Rs.4,000 crore 

(ARDR) Scheme. 1990 and the reimbursements locked up in investments already made by the State 

made by NABARD at end-March 1996 are Governments. The tardy pace in the utilisation of 

follows : sanctioned assistance was due to the fact that the 
sanctions of the projects were communicated to 

(Rs. crOre) most of the State Governments after the finalisation 
v 

Particulars Aeencv ,,, of their budgets for 1995-96, as a result of which - ,  
adequate budgetary provisions could not be made 

State SCA- RRBs 
CO-operative RDBS for these projects. Acquisition of lands for drainage 

Bank also consti tuted a major hindrance in the 

I 2 3 4 implementation of certain irrigation projects. 

I. Claims lodged 3.313.35 826.1 798.5 4,968.0 

11. Claims considered 
for reimbursement 9.316.9 823.2 718.6 4,858.7 

111. Amounts sanctioned 
by NABARDl 
drawn by banks 

a. Grant sanctioned 1,593.0 399.9 719.8 # 2,712.7 

b. Grant drawn by 1,593.0 394.4 719.7 G32.707.1 
banks* 

c. Loan sanctioned 1,567.9 399.8 - 1,967.7 

d. Loan drawn by banks 1,567.7 397.0 - 1,961.7 

# Excludes excess grant adjusted subsequenrly 
* Amount released net of refunds. 

@ Include refunds due. 

Source : NABARD 

Rural Infrastructurul Development Fund 

As envisaged in the Union Budget 1995-96, a 
Rural Infrastructural Development Fund (RIDF) with 
an initial corpus of Rs.2,000 crore, to be made up 
by contributions from the scheduled commercial 
banks failing to meet the target for agricultural 
lending, was created within NABARD for 
facilitating quicker completion of ongoing rural 
infrastructure projects. During 1995-96, NABARD 
sanctioned Rs.1,984 crore for 2489 projects in 
various States. Irrigation projects accounted for an 

I overwhelming share of 94 per cent of the aggregate 
sanctioned amount. The remaining amounts were 
sanctioned for schemes relating to watershed 
management, rural bridges and flood protection 
measures (Table V-23). 

The disbursements during 1995-96 under the 
RIDF aggregated Rs.387 crore. Four States, viz., 
Maharashtra (Rs.82 crore), Orissa (Rs.5 1 crore), 
Rajasthan (Rs.43 crore), and Andhra Pradesh (Rs.39 
crore) together accounted for about 56 per cent of 
total disbursements (Table V-23). 

National Co-operative Development Corporrrtion 
(NCDC) 

The  NCDC assumes promotional and 
developmental role to strengthen and develop the 
agriculture and allied activities in the country in 
the Co-operative Sector. It acts as a buffer between 
the Co-operatives, the States and the Union 
Government. 

The Corporation's financial assistance is meant 
for helping the Co-operatives for common facilities 
such as godowns, processing units and other income 
generating assets as also for equipping them with 
equity and margin money for raising bank credit. 
The cumulative assistance disbursed by NCDC from 
1962-63 through 1995-96 rose to Rs.3,674.7 crore. 
During 1995-96, while the financial assistance 
provided by the NCDC for the central schemes 
declined by 3 1.8 per cent to Rs. 17 1.0 crore, that 
for the corporation sponsored schemes rose by 4 1.5 
per cent to  Rs.192.0 crore (Table V-24) .  
Maharashtra, Andhra Pradesh and Kerala accounted 
for the bulk of the total financial assistance. 

The thrust of NCDC's activities included the 
strengthening of co-operative marketing, agro- 
processing facilities, the help rendered to raise the 
production of fertilisers and to give facilities of its 
distribution, the enhancement of storagelcold storage 
capacities, the promotion of off-farm activities, 
weaker sections' programmes, etc. In the North- 
Eastern States, special efforts are being made by 
NCDC to educate officialslnon-officials from Co- 
operatives to increasingly avail of the assistance for 
various agricultural and allied activities. Reducing 
the regional imbalances in the development process 
has been one of the goals of NCDC. A special 
centrally sponsored scheme is accordingly being 
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implemented in the areas ls ta tes  where such 
developmental disparities are wide spread with focus 
on programmes for weaker sections. NCDC has been 
able to progressively increase its assistance for the 
development of these programmes to the extent of 
Rs.385.54 crore by the end of March, 1996. In 
addition, NCDC has disbursed an amount of 
Rs.770.15 crore till 1995-96 to the co-operatively 
under-developed and least developed States which 
forms approximately 21 per cent of the total 
assistance disbursed by NCDC to all the States. 

Comprehensive Crop Insurance Scheme 

The details of the progress made under the 
Comprehensive Crop Insurance Scheme (CCIS) 

introduced during the Khurif 1985 and implemented 
by the General Insurance Corporation of India (GIC) 
are presented in Table V-25. During 1995 Khurif 
season, 17 States implemented the Scheme, covering 
an area of 75.02 lakh hectares, up from 71.43 lakh 
hectares in the previous khurif season. The sum 
assured aggregated Rs. 1,723.8 crore which was 14.3 
per cent higher than Rs . lS07 .79  crore in the 
previous khurif'season. The total insurance charges 
amounted to Rs.26.2 crore, compared with Rs.23.12 
crore in  the previous khlrrif season. As for RuOi 
1995-96, 16 States implemented the Scheme, 
covering an area of 7.88 lakh hectares involving an 
insured sum of Rs. 19 1.8 crore. The total insurance 
charges paid amounted to Rs.3.3 crore. 
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Monetary and Credit Policy 

A .  Deposit Rates 

W ~ t h  a view to br~nging about ;I better alignment of interest rates on domestic term deposlts and 
term depos~ts under Non-Residelit (External) Rupee Accounts (NRE-Accounts), the interrst rate on 
NRE term depo5its for maturity of  6 months to 3 years and over was raised lo 'not exceeding 12.0 
per- cent per annuni' from 'not exceeding 10.0 per cent per annuln'. 

With a \ iew to pro~idinp banks greatel- flexibility in derermin~ng tlie~r term deposit rates banks 
\vcrc given freedom to f ~ x  their ou11 Illrerest rates on domest~c tcrm deposits with a maturity of 
o \cr  one year effect~ve July 2. 1906. Further, to provide some outlet for management of short-term 
surplus funds. oii111p to tlie de\eloplnenrs in the money markets and the progressive move from the 
ca\h ~ ~ e d ~ t  syite~ii  to a loan 5ysteni. the ~ n i n ~ m u n i  period ul' term deposits was reduced from 46 
days to 30 days. Accordingly. ellectivc July 2. 1996, the interest rate on dolnesrlc term deposits of 
30 days and up to one year was prescribed at 'not exceeding 11.0 per cent per annum'. 

W~rh a \ iew to br~nging about an al~pnment of the lnaturlty structure of NRE term depoj~ts  with 
that on d o ~ n e s t ~ c  term deposits, intcrest rates 011 NRE term deposits of over two years were freed. 

B. Reserve Ratio 

I I Cash Reserve Ratio (CRR) hfeasures related to Non-Resident Deposit Scheme 

I )  To enable hanks to balanct: tile increase In t h e ~ r  cost clf NRE depoz~ts hy increas~ng lhc 
retuln on deploynien~ of t l ie~r I'unds. and to enable banks to marker NRNR deposits more 
colnpetiti\ely. any Irlcreuse In NRE deposits and deposits under Non-Resident Non-Repatriablt: 
Rupee (NRNR) accounts over the level outstanding as on October 27, 1995 was exempted 
fl-o~n rnainten'lnce of a\erage Cash Reserve Ratio (CRR). 

r i )  On account of' exalation of call tnoney ratcs to very high levels and simultaneously with 
moderation of money market support from the RBI. the average CRR was reduced from 15.0 
pcr ccnt to 1-1.5 per cent. 

i i i )  With a \ iew tu ~ n ~ k i n g  thc Scheme niore attractive to banks and to enable them to market 
their dcpoilt\ Inore cnmpetit~vel>. any incrcase in Foreign Currency Non-Resident Accounts 
113'1nks) [FCNR(B)] deposit> ovcr tlie level outstanding as on Nove~ilber 24, I995 was 
exempted from mai~itenance of CRR. 

I )  Wltli il \ -~e\v  to cn;~blc. bank,$ to better balance [he cost of FCNRIB) deposits and the return 
on ~ l i c  deployment of their fundh. aver:lgc CRR on liabilit~es under the FCNR(B) Scheme 
U ~ L O  the level outstand~ng as on Nove~nber 2-1. 1995 was reduced from 14.5 per cent to 7.5 
pel- ccnt. 

v)  Taking inlo account the recent monetary and credit developments. average CRR was reduced 
further by 0.5 percentage point to 14.0 per cent. 

\ I )  Taking into account [lie ccrsr ol' raising reso:rrces and the rctulrl on deployment of tlicse 
funds, the CRR stipulat~on on Non-Resident deposits were relaxed ns follows : 

( a )  All liabilit~eh under the FCNR(R) Scheme were exernpted t'ro~ii CRR stipulations; 

ih) All I~ . ?h~ l l t~es  under tllc hKNR Scheme were exempted from CRR stlpuldtlons, 

( c )  Ave~age CRR on KRE depo5lts W J S  reduced f ~ o m  14.0 per cent to I0 0 per cent 

I )  With a \ ~ e w  to auglnentlng the lendable resources of banks to enable them to meet the 
~ e n u ~ ~ i e  produc.tive reclulrements ol' c red~t ,  without generating monetary expansion. CRR to 
hc ma~ntained by scliedulc~l com~nerci;~l banks was reduced by one percentage point in two 
pha\t .  of 0.5 percentape point each. 

Effective Date 

October 31. 1995 

July 2. 1996 

Fortn~glit beglnnlng 
October 28. 1995 

Forrn~ght beg~nning 
November l I ,  1995 

Fortni=.ht beginn~ng 
November 25. 1995 

Fortnlghr beg~nning 
December 9. 1995 

Fortnight beginning 
December 9, 1995 

Fortnight beginning 
January 6. I996 

April 27. 1996 

May 1 1 .  1996 

14.0 per cent to 13.5 per ccrir 

13.5 pel cent to 13 (1 per cenr 
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Annexure - 1 (Conld.) 

I )  Tak~ng into account the advantages of a rationalisation by way of a reduction in CRR together 
n,ith a redtiellon in refinance, CRR \\,as further reduced by one percentage point to 12.0 per 
cent auginenting the resources of banks by Rs.4.100 crore. 

ix) In order to bolster the growth of deposits under the NRE deposit scheme, liabilities under 
rlie NRE Accounts Sche~ne were subject to a zero CRR prescription from the existing 10.0 
per cent. This change w;la in line with the changes that had already been made in respect of 
Forrig11 Cul-rcncy Non-Rcc~dttnt (Banks) Scheme and Non-Resident (Non-Repatriable) Rupee 
Dspos~t Scheme. 

( 2 )  Statutory Liquidity Ratio (SLR) 

Relaxations ol' the Statutory Liquidity Ratio (SLR) on NRE Deposits 

W ~ t h  a view lo rationalising the o\,ervll SLR prescription, the SLR on outstanding liabilities 
under the NRE Accounts Scheme was reduced from the existing 30.0 per cent to 25.0 per 
cenr. 

C. Export  Credit 

I )  With a \ , I W  to r a~~ona l i s i~ lp  the intsrest rates on Pcst-Shipment Export Credit denom~nated 
111 US  Dollars (PSCFC) and encouraging a quicker turnaround of credit. the rate of interest 
prescribed at 7.5 per cent per annum for a total period upto 90 days was retaincd unchanged; 
for periods beyond 90 days and upto 6 months from the date of shipment, the rate of intel-est 
was raised from 7.5 pcr cent per annum to 9.5 per cent per annuin; for export credit nor 
otherw~se specified for PSCFC. banks were given freedom to f ~ x  the rate. 

i i j  U'itli a view to facil~tating Faster turnaround of credit the interest rate on export bills under 
111s Scheme upto 90 days was raised from 7.5 per cent to 9.5 per cent; interest rates on cred~t  
o\er YO days and on export credit not otherwise specified for PSCFC were allowed to be 
fixed freely by banks. 

i i i )  W ~ t h  changes i l l  the lnlerest rates under the PSCFC Scheme. banks were made eligible for 
ref~nancc under the Scheme only afalnst bills upto 90 days. Export credit provided under 
PSCFC f < ~ r  periods over 90 days and upto 6 months from date of sh~pinent was made ineligible 
for refinance if such cred~t  was provided after January 15, 1996. 

I Taking Into account more recent developments in the spot and forward exchange markets, 
the cont~nualion of the PSCFC Scheme had created serious d~stortions in the effcctive interest 
raler u.ith significantly lo\ver rates under this Scheme than under foreign currency post- 
shipment credit. With n \ iew lo remo\ling this distortion, the PSCFC Scheme was termmated 
and as \uch no further drawals were perrn~tted under [hi.< Scheme. The dmwals under this 
sellerne upto February 7.  1996 were, houever, allowed to be continued t i l l  the due date and 
the corresponding refinance also made available on such outstandi~lg credit. 

The Inlerest ~ratc on post-shipment export rupee crzdit for over 90 days and upto 180 days 
uaq treed and banks were given freedom to determine the~r  own interest rates on such credit. 
The Interest irate on such cred~t  upto 90 days, however. was retained unchanged at 13.0 per 
cell[. 

i In the context of recent developments in the foreign exchange market and the overall monetary 
and credit situation, the interest rate surcharge on import finance was withdrawn. 

D. Refinance Facilities 

Export Crcdit Refinance 

Scheduled commercial banks were pro\.ided export credit refinance to the extent of 45 per cent of 
the total outstanding exporr cred~t  eligible for refinance (Rupee Credit and PSCFC raken together) 
ah on February 16, 1996 /,lirs I00 per cent refinance on the increase In such export credit over the 
ourstand~ng level as on February 16. 1996: the rate of inrere51 on such expon credit refinance was 
~rctairlsrl unchanged al 11.0 per cent per annum. 

Fortnight beginning 
July 6, 1996 

Fortnight beginning 
April 13, 1996 

Fortnight beginning 
April 13, 1996 

October 31. 1995 

January 16. 1996 

February 8, 1996 

February 8, 1996 

July 23, 1996 

Fortnight beginning 
April 13, 1996 
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Annexure - I (Contd.) 

E. Measures Relating to Money Market 

In order to make the scheme more flexible and thereby attractive to banks and financial institutions 
and also with a view to providing greater liquidity and depth to the money market, changes were 
announced on November 23, 1995 in the Scheme of Money Market Mutual Funds (MMMFs) - 
private sector allowed entry, ceiling on the size of MMMFs removed, p'rescription of minimum and 
maximum limits on investments in individual instruments by MMMFs withdrawn. 

Money Market Mutual Funds 

i) With a view to making the scheme of MMMFs more flexible, the restriction that the units of 
MMMFs could be issued only to individuals, was withdrawn and MMMFs made available to 
ccrporates and others on par with all other mutual funds as regards who could invest in such 
schemes. 

ii) The scheme of money market mutual funds (MMMFs) was made more attractive to investors, 
by reducing the minimum lock-in period from 46 days to 30 days. 

Liquidity Support to Mutual Funds Dedicated to Government Securities 

i) With a view to encouraging schemes of Mutual Funds which are dedicated exclusively to 
investments in Government securities, the Reserve Bank would provide liquidity support to 
such dedicated funds floated with the approval of the Securities and Exchange Board of 
India (SEBI). The support will be by way of purchases of Government of India dated securities 
by the Reserve Bank from such funds; the liquidity support provided by the Reserve Bank 
would be to the extent of 20 per cent of the investment in Government dated securities 
outstanding at any point of time. 

E. Measures Relating to Banks' Investment in Securities 

Valuation of Banks' Investments in Approved Securities 

As part of the measures on prudential regulation and transparency in the financial statements of 
banks, Reserve Bank of India had advised scheduled comme~.cial banks in April 1992, that they 
should bifurcate their investments in approved securities i n t ~  "permanent" and "current" investments. 
To begin with, it was decided that banks should keep not more than 70 per cent of their investment 
in the "permanent" category from the accounting year 1992-93. While the ratio 70 per cent permanent 
and 30 per cent current was kept a1 the same level during the years 1993-94 and 1994-95, it was 
altered to not exceeding 60 per cp, I permanent in 1995-96. It was thought necessary for banks to 
progressively move towards the ~nternational practice of valuing all investments on fully 'marked 
to market' basis. This would also facilitate the development of an active and healthy secondary 
market in Government securities. Accordingly it has been decided that for scheduled commercial 
banks, during the financial year 1996-97 the ratio of the "permanent" category would be not 
exceeding 50  per cent for approved securities. Banks were advised to make early arrangements to 
adjust to the new valuation norms and those banks which have a lower proportion of permanent 
category were advised not to increase the proportion in this category. 

G .  Measures Relating to Foreign Exchange 
It was decided to monitor cancellation of  forward contracts booked by authorised dealers for amounts 
of US $ 100,000 and above. Such cancellations were required to be reported to the Reserve Bank 
on a weekly basis. It was also advised that the Reserve Bank would also closely monitor US 
Dollar/Indian rupee intra-day trading transactions of authorised dealers. 

Fixing of Aggregate Gap Limits for Foreign Exchange Transactions 

In accordance with the recommendations made by the Expert Group on Foreign Exchange Markets 
in India, banks were permitted to fix their own Aggregate Gap Limits depending upon their foreign 
exchange operations, risk taking capacity, balance sheet size and other relevant parameters. Such 
limits need specific approval by the Reserve Bank. Banks which are permitted higher limits need to 
be in a position to moniror their exposures continuously by marking to market the mismatches. 
This measure was expected to add liquidity in the swap market and ensure better management of 
foreign currency assets and liabilities by the banks. 

December 11, 1995 

April 9 ,  1996 

July 3, 1996 

Announced on 
April 3. 1996 

April 6, 1996 

Week ended 
February 9,  1996 

April 4,  1996 
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Foreign Exchange Transactions in Overseas Markets April 11, 1996 

In accordance with the recommendations made by the Expert Group. selected banks were permitted 
to mitiate cross currency position in overseas markets. Such cross-currency transactions need to be 
included in the open exchange positions. Reserve Bank closely monitors such transactions. 

H. General Credit Measures 

I )  With a view to discouraging the excessive use of bank credit, finance for imports was required 
to be earmarked under a separate sub-limit of the cash credit limit. Outstandings under this 
import credit sub-limit were subjected to a 15 per cent interest rate surcharge. 

With a view to further discourage the excessive use of bank credit to finance imports, the 
outstand~ngs earmarked under a separate sub-limit of the cash credit limit were made subject 
to an interest rate surcharge at an enhanced rate of 25 per cent (from I5  per cent earlier). 

In the context of recent developments in the foreign exchange market and in the overall 
monetary and credit s~tuation, i t  has been decided to totally withdraw the interest rate surcharge 
on import finance. 

l i )  The refinance facillty against the collateral of Treasury Bills and Government dated and 
other approved securities was terminated. With this, refinance facility remains only in respect 
of export credit extended by banks. 

Loan System for Delivery of Bank Credit 

i i ~ )  In the case of borrower5 w ~ t h  assessed Maximum Permissible Bank Finance (MPBF) of 
Rs.20 crore or more, the "cash credit component" was reduced to 40 per cent of the MPBF 
and the balance 60 per cent was to be "loan component". The "Loan System", was extended 
to cover borrowers with assessed MPBF of Rs.10 crore or above but less than Rs.20 crore; 
60 per cent of MPBF was to be in the form of "cash credit component" and the balance 40 
per cent was to be by way of "loan component". 

I. Selective Credit Control 

Tak~ng into consideration the output and price situation in respect of conlmodities covered under 
selective credit controls, the following measures were taken : 

i) Minimum Margins 

The minlmum margins on advances against all commodities covered under select~ve credit 
controls were reduced by 15 percentage points across-the-board. In rhe case of buffer stock 
of sugar and unreleased stocks of sugar the existing prescriptions of zero per cent and 20 per 
cent, respectively, continue. 

1 1 )  The Lzvel of Credit Ceiling 

For commodities where there is a stipulation of level of credit ceil~ngs based on the three- 
year period 1991 -92 through 1993-94 (November-October), the reference period was brought 
forward to the three year period 1992-93 through 1994-95 (November-October) and wherever 
the level of credit ceilings were then prescribed at 85 per cent, these were raised by 15 
percentage points. 

1111 On a review of the price output situation in respect of sugar and cotton the following measures 
were effected. The minimum margin on advances to m ~ l l s  against sugar for released stocks 
and to 'others' and warehouse receipts against sugar, gur and khandsari were reduced by 15 
percentage points. The minimum margin on advances against cotton and kapas was reduced 
by 15 percentage points for 'others' ( ~ ' r z . .  other than cotton mills including spinning mills) 
and the level of credit ceiling raised to 110 per cent from 100 per cent. 

October 31, 1995 

February 8, 1996 

July 23, 1996 

July 6, 1996 

April 18. 1996 

April 4,  1996 

April 4, 1996 

July 2. 1996 



MONETARY AND BANKING DEVEL,OPMENTS V-23 

Annexure - I1 

Performance of Special Employment and Anti-Poverty Programmes 

Target Achievement Target Achievement 

I 2 3 4 5 

I Annual Credit Plan 

I )  Agriculture & Allied activities 16.5 15.80 16,884.70 19,905.74 10,501.73 

1 1 )  Sr~iall Scale Industries 4,936.30 5,605.00 6.088.59 2,726.05 

1 1 1 )  Ser\.ices 

Toral 

2 Integrated Rural Development Program~ne (IRDP) 

No. of Beneficiaries (lakh No.) 

Of l~ l l lc / l  : 

( i )  No. of SCIST (-do-) 

( i i )  No. of Women beneficiaries (-do-) 

Amount of subsidy 

Amount of loan 

3 Scheme of Urban Micro Enterprises (SUME) 

No. of beneficiaries (No.) 

No. of appllcatlons sanctioned (No.) 

Amount of loan sanctioned 

Amount of loan disbulsed 

3. Pn~ne  Minister's Rozgar Yojana for Educated 

Unemployed Youth (PhlRY) 

No. of Beneficiaries (No.) 

Sanctioned amoullt by banks 

No. of cases sanctioned 

Disbursed amount by hanks 

No. of accounts of disbursal 

5 Dlfferentldl Rate of Interest' (D R I ) Scheme 

No of horrowal accounts ( ~ n  Iahhs) 

Amount 

No of borrowal Accounts of SCIST ( ~ n  lakhs) 

Amount 

6. Twenty Point Programme- 1986' 

No. of borrowal accounts (in lakhs) 

Amount 

7. Credlt to Minority Communities' 

No of Borrowal Accounts ( i n  lakhs) 

Amount 

8.  Credit to SC/ST1 

No of horrowal accounts (in lakhs) 

Amount 

N.A. 10.80 N.A. 10.72 

N. A. 7.34 N.A. 6.76 

N.A. 629.3 N.A. 107.14 

N. A. 920.9 N.A. 1,703.13 

1,20.070 - 1.17.223 - 

N.A. 1.43.619 N.A. 1.18,135 

N.A. 110.10 N.A. 96.54 

N.A. 85.00 N.A. 73.92 

2.39.2 15 1.82.552 3.2 1,360 2.75,513 

N.A. 1.024.81 N.A. 1,593.25 

N.A. 1.82.552 N.A. 2,75513 

N A. 576.80 N.A. 846.20 

N.A. 1.09.709 N. A. 1.62.998 

N.A. 23.00 N.A. 20.41 

# 701.80 # 681.91 

N. A. 11.61 N.A. 10.39 

f 420.8 f 424.92 

N.A. 276.45 N.A. 279.60 

N.A. 15,560.30 N.A. 16,736.63 

N.A. 12 61 N.A. 12 85 

N.A. 1.130 N A. 1.2 12.00 

N.A. 99.10 N.A. 99.10 

N.A. 5,428.00 N.A. 5,809.00 

N A - Not Applicable. 

I Actual figures as at end-December 1994 and 1995. 

2 Actual figures as at end-June 1994 and 1995. Data pertain to 41 districts identified as having concentration of minority communities 

# - Annual target has been fixed at 1 per cent of total advances outstanding at the end of the previous year. 

f - Annual target has been fixed at 30 per cent of total DRI advances. 



Annexure - 111 
Selective Credit Controls 

Provisions o f  the Directives Applicable t o  Scheduled Commercial Banks 
on Advances Against Selected Commodities 

(Position a s  o n  July 2, 1996) 

A. Pulses and "Other Foodgrains" 
(riz., Jowar, Bajra, Maize, Barley, Ragi and all other foodgrains including coarse grains) 

Minimum Margin Level o f  Credit Exemption from minimum margin, level o f  credit 
and rate o f  interest 

I. Pulses 

i )  45% on advances against stocks of pulses to 
processing unitslmills. 

i i )  60% on advances against stocks of pulses to 
parties other than processing unitslmills. 

i i i )  45% on advances against warehouse receipts 
covering stocks o f  pulses 

11. "Other Foodgrains" (viz., jowar, bajra, maize, 
barley, ragi and all other foodgrains including 
coarse grains) 

i )  30% on advances against stocks o f  other 
foodgrains to processing unitslmills. 

i i )  45% on  advances to parties other than 
processing unitslmills. 

i i i )  30% on advances against warehouse receipts 
covering stocks o f  "other thodgrains". 

For each party, 100% separately o f  the peak level o f  A. States 
credit maintained by the party i r l  any of the 3 years Advances to all parties i n  the States of Assam. 
(November-October) 1992-93, 1993-94 and 1994-95. Arunachal Pradesh, Himachal Pradesh, Jammu & 

Kashmir, Manipur. Meghalaya, Mizoram, Nagaland, 

Exemption Orissa, Tripura and Sikkim. 

Advances against "other foodgra~ns"to foodgrains 
processing units. B. Public Procurement, Storage and Distribution 

Agencies 

i )  Advances to Ihe Food Corporation o f  India 
and State Governments. 

ii) Advances to  Co-operative Marketrng 
Federations. Central or State Warehousing 
Corporations and such other agencies duly 
appointed as agents for the purpose o f  food 
procurementldistr ibut ion by  the Food 
Corporat ion o f  Ind ia lcen t ra l  or State 
Governments to the extent of the stocks held 
by them as such agents. 

i i i )  Advances against rationed hodgrains grantctl 
to who1cs;lle and retail dealers appointed1 
Ircensed by Government andlor operating under 
statutory rationinglthir price distribution \ystcm 
in  all the Stales and Union Territories. 

iv )  Advances to Central and State Governmerltsl 
Agencies entrusted with the procurerncnt o t  

p i ~ l s c s  at support prices f ixed by thc 
Govcr-nmznt of India. 



C. Others 

i) Advances against the security ot lnuize and 
barley to manufacturing units (i.e. industrial 
users). 

i i )  Advances against the security of, or by way ot 
purchase of, demand documentary hil ls drawn 
in  connection with the movement o f  Ibodgrains. 

i i i )  Advances against high-yieldinglhybrid seeds 
3 produced under contract with Ihe National 

Seeds Corporation Ltd., Delhi, or a State 
Government or which bear the certification o f  % 

4 

the said Corporation or as the case may be. the 
concerned Stale Governmenf o r  o f  any 4 
certification agencies authorised under the Seeds 
Act, 1966 and seeds notified under Sec.5 o f  

i2 u 
the said Act. W > z 

iv)  Advances to Khadi and Village Industries 
Commission and its associate institutions. Z 

0 

V) Advance\ to  Wholesale Consumers' Co-  g 
operative Stores and StstelNational Federations 

< 
m 

of  Consumers' Co-operatives. b: 
2 s. 

vi) Advances upto an aggregate limit o t  Rs.1 lakh m 
per borrower arc exempt from all the provisions z 
of  the Selective Credit Control subject to the 

2 
condition that the borrower deuls w i th  one 
hank only. 

D. Exports 

Pre-shipment credit granrrld to exporters against 
the accu~-lty ot' 1'oodgr;lins on the hasis o f  I'irm 
cxport orders/irrcvocuhlc lctfers o f  crcdit and 
post-ahip~ne~it  crcdif given i n  fhe form o f  
purchaac. ncgoti;~tion or discount~ng o f  export 
hil ls or irdvances fhercagainhf 111 respect o l  
export 0 1  1oodgr;rins. 

5 
13 
VI 



I )  IJS;III~C hills arlhing out o l  ?,ale 01' c o ~ n ~ ~ i o d ~ t ~ e s  covered under Sclec.tive C r c d ~ t  Control should not be discounted hy  
hanks. Banks should not open inland L/Cx providing a clause therein which enables other banks to  discount usance 
hil ls under the LICs. 

ii) No hank s h ~ ~ l l  ildvancc against the sccurlty o f  any o f  the loodgra~ns where a han on trading has been Imposed i n  
respect of that hodgra in  except to wholesale or retail traders who are authorised by  the State Government to deal i n  
that foodfrain and to processing units to the extent to which and the Inanner i n  which such processing is allowed by  
the respective State Governments. 

iii) Warehouse receipts are those ~ssucd by Ccn(ral/State Warehousing Corporations or rural godowns, set up  under a 
Govcrnmcr~~ Scheme :III~ godowna +cr up hy Regula~ed Markcl  Yards. 

iv)  State5 and c;rlcgorics ol' advance?, indiciltcd i n  column 3 rthovc, though excmpted from rale ol' interest. min imum 
margin and level 0 1  c rcd~r  prcscrihed. w i l l  continue to he govcrned by other inslructions issued prohihlt ing banks from 
dihcountlng ~ ~ \ i l n c c  h~ll?,. al lowing hook dc.h[\ and clcan credit laci l l l~cs,  etc. I n  the case o f  advances mentioned xt i tem 
C(vi)  ~n column 3 above, thcse instructions w i l l  not he applicable. 

v) Where credlt l imits have hecn sanctioned against the secur~ty o f  more than one commodity and/or against any other 
type o f  security ( i . c , . ,  composite credit linlits), the credit l l m ~ t  a,oainsl each com~nodi ty  shall be segregated and the 
restrictions contained in  the directive shall be made applicable to each such segregated l imi t .  



0. Indigenous Oilsecds (v iz . ,  (;rounclnut, RapeseedIMustardseed, Cottonseed, Castorseed and Linseed) and All Imported Oilsecds 
-- - 

Min in lum Margin 
- - 

Level o f  Credit Exemption from minimum margin, level o f  credit 
and rare o f  interest 

(1)  (7) (3)  

Indigellous oilseeds ( v i z . ,  groundnut,  rapeseed1 I n  respect o f  each party, separate c e ~ l i n g  for each o f  ( i )  A. States 
mustardseed, cottonseed, castorseed and linseed) and groundnut. ( i i )  cot~onsced. ( i i i )  linseed and castorseed Advances to al l  parties i n  the States o f  Assam. 
all imported oilseeds. together : 100% '/cot the peak level o f  credit maintained Arunachal Prodesh. Himachal Pradesh. Jammu & 

b y  the par ty  i n  any o f  the 3 years (November -  
i) 45% on advancca l o  processing unitslmills. Kash~nir .  Man~pur ,  Meghalaya, Mizoram, Nagaland. 

Octobcr).vir.. 1992-93. 1993-94 and 1994-95. Orissa, T r ~ p u r a  and S i k k i ~ n .  
~ i )  00%) on advances l o  parties other than processing 

un i~s l~n i l l s .  Exemption 

i i i )  4 5 %  on ,~dvanccs agirinst warehouse receipts 1 )  Advances against ~mpor ted oilsceds. 
n. Public Procurement, Storage and Distribution 

Agencies 
rcprcscntlng stocks o f  oilsceds. 

2) Advances to  State level  oilseeds growers' co- i) Advances to the Food Corporation o f  India and 
operarive federations under the N a t ~ o n a l  Da i ry  the State T r a d ~ ~ i g  Corporation ag;~inst stocks o f  Exemption 
Development Board's Oilseeds Project. againsl oilseeds. 

I )  Aclvances against ;rII ~mpor led o~lsecds for a period stocks o f  oilseeds purchased from grower members. 
not rxccecling X weeks al'ter arr~val  o f  goods in India. 

2 )  Adv;rnc.es to  S r i~ t c  Icvel  oilseeds growers'  co-  
opcr;l l lvc lkdcrur~ons undcr Ihe Nat ional  Da i ry  
Development Board's Oilseeds Project, against 
>rocks 01' oilseecls purchabed frorn grower memhcrs. 

3 r l t l \ ;~ncc \  .rgainht jtocks 01' oilsceds procured I'rom 
grower members and o f  oi ls thercof to oilseeds 
processing units o f  Statc Co-operative Marketing 
F e d c ~ , ~ t ~ o n ~  in  Muclliya Pradesh. ULtar Pradcsli and 
K;~\asthan set up under rhe aegis of Nanonal Co- 
ope~.;itive Develop~nent Corporalion (NCDC) under 
l l i c  European Economic  C o m m u n i t y  Assisted 
Projcct. 

Banks have been ;~dviscd 10 charge a concessional 
~n;lrgirl 0 1  25'2' il ,I Stiltc Go\,crnnrent guar;lntcc is 
a v i ~ ~ l ; ~ h l e  (cl ' lbct~vc May 16, 1994) to ccrlaln State 
Icvel ca-operative iristitutions w l i~ch  are excnipt from 
the n i in i~nurn  m;lrgln and Icvcl o f  crcdi l  cei l ing 
~ [ ipu I ;~ t ions .  

- 

3) Advances against stocks o f  oilseeds procured from 
Frowcr niernbers and of ( o i l \  thereof to oilscctls 
processing units of State Co-operative Marketing 
Federations i n  Madhya Pradesh, Uttar Pradesh and 
Rajasrhan set up under the aegis o f  National Co- 
opcr;ltlvc Developlnenl Corporation (NCDC) undcr 
the European Econornic Commun i t y  Assisted 
Project. 

i i )  Wholesale and retail dealers appointedllicensed 
by the Cnve rn~ncn t  andlor opcr:Itlng under 
statutory rat ioningl ta~r price distribution system 
i n  all the States and Union Territories to the 
ex tent  o f  the quan tum mean t  f o r  p u b l i c  
distr ihu~ion. 

i i i )  Advances to Central and State Governments1 
Agencies entrusted with procurement o f  oilseeds 
at support prices f ixed hy the Government o f  
I n d ~ a .  

C. Export 

i )  Credit l imi ts i n  favour o f  exporters, agalnht 
oilseeds,;rll v;rrieties o f  o i l  cakes meant for 
exports and cxtracrlons 01' oilsccds i n  respect 
o f  specific f i rm export contracts andlor against 
export bi l ls. 

i i )  Packing creclil advances to exporters o l  HPS 
groundnut against the security o f  groundnut to 
the extcnt 0 1  tlic value o f  raw m;rtcr~~ll\ required 
( w h ~ c h  \hou ld  hc I-t.onahly ;is\esscd) l o r  
selecting HPS groulidnul covered by the export 



order even though the value of raw materials 
exceed tlic v'ilue ol' the relative expon order, 
p rov~ded that such advances to the extent o f  
the value of the residual groundnut shall be 
adjusted, eillitlr by the sale proceeds o f  the 
residual groundnut or  i n  cash, as soon as the 
selecllon o f  the HPS groundnul is completed 
within 15 days from the date o f  such advances 
and the balancc in  the packing credit account 
shall be adjusted by thc proceeds of  the relative 
export h ~ l l .  

D. Others 

i )  Advances to Khad i  ;ind V i l lage Industries 
Commission and its associate institutions. 

i i )  Advances upto an aggregate l i r i i ~ t  o f  Rs. I lakh 
per borrower are exempt from all the provisions 
of the Selective Credit Control subject to the 
cont l~t ion that the borrower deals w ~ t h  one hank 
only. 

i ~ i )  Advances granted b y  way o f  purchase o f  
demand documentary b ~ l l s  drawn ~n connection 
with movements o f  comlnoditics covered hy the 
directice. 

i v )  Advances t o  Wholesa le  C o n s u ~ n e r s '  C o -  
operative Stores and Stare/National Federat~ons 
o f  Consumers' Co-operatives. 

V )  A d v a ~ ~ c e s  ngalnht h i g h - y ~ c l d ~ n p  and hyb r i d  
seed5 used for. growing o~ l \cc t lh  untlcr contract 
w ~ r h  N a t ~ o n ~ i l  Sect15 Col-pora~ion Ltd.. Dclhi  o r  
a S l ; ~ l c  G o v c r n ~ n c n l  o r  wh1c.h h c i ~ r  the 
cc r t~ l ' ~ca l~o r i  0 1  Ihc sa~cl Cospo~.at~on or a h  the 
case m;iy be, thc concel.ncd State Govern~ncnt 
or ol ;Iny ce~ ' t i l i ca t~on ~lgcncies autliorised under 
[he Scccls Act, l9h6 ;inJ seeds notif ied under 
Section 5 o f  the said Act. 



i )  Banks x h o ~ ~ l d  refrain from granting additional l imits against oilseeds to parties other than Govcrllrnent and 
Goverrl~ncnt supported organicarions: even i n  the case o f  such organisations, a strict scrutiny on drawals should 
be maintained. 

i i )  Usancc hil ls arising out o f  sale o f  co~nmodit ics covered under Selective Credit Control should not he discounted 
by h:~nks. Banks should not open inland l./Cs p rov~d ing  a clause therein which would en;lble other banks to 
discount usance bil ls under the L/Cs. 

i i i )  No hank shall issue, either to a Court or to Govern~nent, or any other person, a guarantee on bchalf of. or on 
account of, any importer guaranteeing payment o f  customs duty andlor import duty, or other levies pay;thle i n  
respccr of import ol 'essent~al commodities without taking, as security for issue o f  such guarantees, a cash margin 
equivalent lo at leas1 one lrulf of llre arnount payable under the guarantee. The term "es\ential commodities" 
shill1 mean such co~nmodi r~es as may be specified hy the Reserve Bank of India Cro~n time to time. 

iv )  Warehouse receipts arc those issued by Central/State Warehousing Corporations or rural godowns, set up under a 
Government Scheme and godowns set up by Regulated Market Yards. 

V) States and categories o f  advances indicated in  column 3 above, though exe~nptcd l rom rate o f  interest. minimum 
margin and level o f  credit prescribed, w i l l  continue to he governed by other ~nstructions issued prohibit ing banks 
from discounting usance hills, allowing book debts and clean credit facilities, etc. I n  the case o f  advances mentioned 
at itern D ( i i )  i n  column 3 above.however, these inhtructions w i l l  not he applicable. 

vi) Whcrc credit l i n ~ ~ l ,  have been sanctioned against the sccurity o f  more than one commodity and/or against any 
other type o f  security (i.e., composite credit limits), the credit l im i t  against each commodity shall be segregated 
and thc restrictions contained in  the directive shall be made applicable to each such segregated l im i t .  

v ~ i )  Oilcakes o f  the oil jcctls spccit'ied i n  the Anncxure ~nc lud i r ig  deoiled cakes not Incant tor exports are also subject 
to thr: Selective Credit Control provisions. 



C. Vegetable Oi ls (Indigenous Oils, v i ~ .  Groundnu t  Oi l ,  Rapeseed O i l lMus ta rd  Oil, Cottonseed oil, Castor oil, Linseed o i l  and Vanaspati and  A l l  Impor ted  Oils) 

Mininluln Margin Level of Credlt Exemption from minimum margln. lcvcl ol'crcdit 
and rate ol' intcrcsl 

Indigenous and in lpor ted oils 

I)  4 5 %  to registered o i l  m i l l s  and vanaspat i  
manuf;~clurcrs 

l i) 60%) other than (i) above 

iii) 4 5 6  ;rg;rinsr w;lrchousc receipts representing stocks 
01 Ollh. 

Exemption 

I )  A~V.IIICC~ to conhu~ncr\ '  co-oper:~tlvcs in  respect 
o f  stocks held under the Centrally Sponsored 
Scheme lor the distribution o f  essential consumer 
articles. 

11) Advances against all imported vegetable oils I'or a 
period IIOL exceeding 4 wcehs altcr arrlval of the 
pootl\ In Indl;~. 

iii) Advnnccs granted to v ~ ~ n a s p a t i  m;ir~ufacturers 
ag;~i~iht the J~CI I~ I IY  01 '  imported 011s used as raw 
nl;ilcr~.llx hy t h c ~ ~ ~  In tllc mi~nuf;iclure ol' vanaspati. 

i v )  Atlv;rnces to Slate lcvc l  oi lsccds growers'co- 
opcrat i ic  fcclcr;rtionc under the Nar ion i~ l  Da l ry  
Development Board's Oilseeds Project, against 
stocks ol' 011s cxtractcd I'rorn oilseeds purchased 
from grower nlenlhers. 

c . )  A t l \ ~ a ~ l c e $  l o  vanaspat1 manufacturers r gain st 
collon\eed oi l  

IkrnA\ shor~lcl 11ot establ~sl~ lc~tels 01 credit on Inore 
th;ln 1.5 tl'lys' D/A hahi5 101- ilnport 0 1  cdihlc oi l \ .  
;IS 1';lr ,IS poh\~hlc.  I n  c.aw h;lnk\ c \ l ah l i \ l ~  Ietlcrs 
01 c l c d ~ t  (111 Inorc I~,III 45 dayh'DIA h;151\. they 
shoultl xllpulare ~har .  altcr 30 d;ry\ I'l.om the datc 
nl' a r r~ \ ; l l  o f  the good\ I n  \he porl. the Importer 
will dcposlt with them nn ,Imount e q u ~ v ~ l c n t  to 
the marpln amount which he would have provided 
undcl ~ h c  dlrcclives h;~cl he 21vallcd himst.ll' o f  
, ~ c l \ . ~ ~ l c ~ c \  ;~g:ril~st the c~on~~no t l i t y .  B;lnLs \hould 
ICII;IIII 11om ~ r i r n t i n g  . rd~l l t ion;~I  l i n ~ i t s  ag;~inht 

I n  respect o f  each party, 100% of peak level o f  credit 
maintained by  the party i n  any o f  thc three years 
(November-October) vi;.. 1992-93, 1993-94 and 1994- 
95. 

Exempt ion 

I)  Advances to consumers' co-opcratlvcs in  rcspect 
o f  stocks held under the Centrally Sponsored 
Schcmc lo r  the distribution o f  eswntlal con\umcr 
;rrticles. 

i i )  Advances against a l l  imported vegetable oils. 

i i i )  Advances to State levc l  oilseeds growers'co- 
operative federations under the National Da i ry  
Development Board's Oilseeds Project. against 
stocks o f  oi ls extracted from oilsceds purchased 
I'rom grower members. 

A. States 

Advances to all p i~rt ies i n  the States o f  Assam. 
Arunachal Pradesh, klimachul Pradesh. Jammu & 
Kashm~r, Man~pur .  Mcghalaya. Mizori lm. Nagaland, 
Orissa, Tripura and Sikkim. 

B. Publ ic  Procurement,  Storage a n d  D is t r i hu t i on  
Agencies 

I) Adva11ceb to the F i ~ d  Corpvrat~on 01' India and 
the State Trading Corpor;~tion against htocks o f  
vegetable oils and vanaspati. 

ii) Wholesale and retail dealers appointcdllicsnsed 
b y  the Government andlor operating under 
statutory rat ionindtair  price distribution system 
in all the States and Union Territories to the 
extent o f  t he  quantu ln  Incant f o r  p u b l i c  
distrlhution. 

C. Expor ts  

Packing credir ;~dvances to the exporfcrs o f  deo~ led 
andlor defi~tted cakes againsl the securlty o f  oilseeds 
and/or other raw material to Ihe extent o f  the value 
o f  raw material required for producing 'iikes cocered 
by tlie cxporl order, even though the value of the 
raw Inalerial exceeds the value o f  the relative export 
order. 

Provided 

I)  Such dclvanccs to the cx tc l~ t  o f  the v ~ l u c  o l  hy- 
ploducl o ~ l  hhall he adjus(etl hy the sale PI-ocecds 
o f  the hy-produc~ oi l  or i n  cirsh as soon as rlic o ~ l  
15 extrCr~red b u ~  within a p c r ~ o d  not exceeding 30 
days from the datc o f  advance and the balance i n  
Ihe pach~nf credit ;iccount shall be iidjustcd by tlie 
procee~lh o f  the relative eyport h i l l \  ;lnd ;iJvanceh, 
11' any, ;rgainst 1111: hy-product o i l  g rmted 111 ;I 



vegetable oils to parties other lhan Government 
;lnd Govcr~l lncnt supportccl Organisations; even i n  
the c:lsc o f  such orgilnisations a strict scrutiny on 
drawals should he maintained. 

Banks have hcen advised to chargc a concessional 
m;lrgin o f  25% i f  a Slate Government guaralltcc is 
available (effective May 16, 1994) to certain Stale 
level co-operative institutions which are exempt 
f rom the min imum margln ant1 levcl of credit 
ccil ing stipul;~tions. 

separate account are exempted for a period o f  30 
days from the dale o f  such advance. 

i i )  Pre-shipment credit granted to exporters against the 
security o f  vegetable oils on the basis o f  f i r m  
export orders/irrevocahle letters o f  credit and post- 
shipment credit given i n  the form o f  purchase, 
negot iat ion o r  d iscount ing  o f  expor t  h i l l s  o r  
advances thereagainst i n  respect o f  export o f  
vegetable oils. 

D. Others 

i )  Advances by  way o f  purchase o f  demand 
documentary bills drawn in  connection wi th the 
movement o f  vegetable oils and vanaspati. 

i i )  Advances to Khad i  and V i l lage Industr ies 
Commission and its associate institutions. 

i i i )  Advanccs up to an aggregate l im i t  o f  Rs. I lakh 
per bo r rower  f r o m  a l l  p rov i s i ons  of I he  
Selective Credit Control subject to the condition 
that the borrower deals w i th  one bank only. 

iv)  Advances against stocks of o i l  processed from 
linseed o i l  and castor oi l  for use as industrial 
raw material by factories. 

V) Advances against receivables arising out o f  sale 
o f  vegetable oils (including vanaspati) delivered 
to A rmy  Purchase Organisation and against 
stocks o f  vanasp i~ t i  he ld  h y  vanaspat i  
rnanufaclurers for being dclivercd to thc A rmy  
Purchase Organisat ion i n  the Ministry o f  Food 
and Agriculture, Government o f  Inilla, New 
De lh i  ; ~ n d  w ~ t h  the p r l o r  approval  o f  the 
Reserve Bank  o f  Ind ia ,  o the r  agencies 
designated for the purpose by the Central and 
State Governments. i n  pursuance ol' conlracts 
erltcred inro or to hc entered Into wi th thc haid 
organisatlon by the said ~nanuhcturers.  

v i )  Advanccs l o  Wl io lesa le  Consumer \ '  Co-  
operat lvc  Store \  and State ant1 N a l i o n a l  
Fcclcl-at~ons ol' C o n s u ~ n c r ~ '  Co-operatives. 



I) U\;IIICC hills  rising our 0 1 '  \;llc ol  c o n ~ n l o c l l ~ i c ~  covered uritlcr Sclcctivc Credit Control hhould no1 he iliscounrcd hy 
h;~nks. Harlhh sllotrld 1101 c~pcri IIII;IIICI L/Ch P ~ O V I ~ I I I ~  ;I clat~sc there111 WIIICII would cn;~hlc other h i i l i k ~  to ~ l iscoun l  
Llsancc hil ls under Ilic LICs. 

i i )  N o  h;lnL shall Issue. 'rlhc~~ IO ;I court or l o  Govcrnrncnt, or any orher pcrhorl, a guJranree on behall' ol, o r  an  accounl of. 
any importer gual-.rnl~.eing pajlnent o f  customs duly and/or import duly, or other levies payable in  respect o f  import 01' 

csicntial cornli lodi~lcs without taking. ~ 1 %  sccurlty for rssue o f  such guaranteeb, a cash margin equivalent to at least otle 
Iruv of tlre urrror~rrl payable under (he guaranlee. The term "essential co~nmoditiea" bhall mean such comlnodities as 
m:ly he spccrf~cd by (he R c x r v c  Hank o l  I~JIJ. from tlme to umc. 

1 1 1 )  W,~rchou\;c I C C C ' ~ ~ ) ~  :Ire II1(1sc ~ S S I I C ~  by CcnrralISlare Warehousinp Corporation.; o r  rural godowns, sel up  under :I 

G(1vcrn111cn1 S~.hcmc ;lnd goclown.; scl up hy Rcg~l l ;~rcd M;lrkcr Y;~rd\. 

I SI;IIC :III~ c ; I ~ ~ ~ o I I ~ \  oI' ;I~V:IIICL'S i l ldic;~Icd 111 co lun i~ i  3 ;~hovc. tliorlgh C X C I I ~ ~ I C ~  I lo l i i  laic 01' intcrc\t. m i ~ ~ ~ n i u ~ i i  In:ircln 
;11id Icvcl o l  crccl~l prcscrihcrl, will continue l o  he governed by olhel- ~nslructionh issuccl prohlhitlng hanks Iron1 discoun1111g 
I lwncc h~ l ls ,  allowing hook tlchls and ~ k a n  eredl1 I'acil~lies, ere. I n  rhe case o t  advances ~ncnrioned at i tem D(i i1)  i n  
colulnn 3 above. Ilowever. ~ l i c ~ c  instructions will not be applicahlc. 

v) Wlierc c r rd~ r  l imits have hccrl s:~~ictioned agalnsr the security o t  Inore than one colnmodily and/or ;igainst :my other type 
of  securlty ( i . r . ,  composile credit limits), rhc credit I ~ n i i t  against each commodity shall he segregated and the restrictions 
contained in  the directive c11:lll he ~ i iade .~ppl~c; ih lc ro each such segregated I l ln i t .  

VI) Advances again51 groundnu1 oi l ,  rapexcedl~nustarcl oil, cotonseed 011. linheed o ~ l  ant1 castor o ~ l  cover their solvent 
clr; lclccl o i l \  ;~lso. 



D. Sugar, Cur and Khandsari 

Minimum Margin Exemption from minimum margin 
and rate o f  interest 

(1) (2) 

1. Advances against sugar 

(a) To sugar factories 

i) N i l  against Buffer stock stipulated by the 
Government. 

i i )  45% on advances to parties manufacturing 
sugar in  respect of such stocks as have 
been released for sale by the Government 
and have left the factory or mil l  prcmiscs 
and on which excise duty has been paid. 

iii) 20% on advances to parties manufacturing 
sugar other than those referred to in I (a)(i) 
and ( i i )  above. 

(b) 45% to parties other than sugar factories. 

(c) 30% on advances against warehouse receipts 
covering stocks o f  sugar. 

2) Advances against Gur and Khandsari 

i )  30% on advances to manufacturing units. 

i i )  45% on advances to others. 

i i i )  30% on advances against warehouse receipts 
covering stocks o f  gur and khandsari. 

Exemption 

Advances to Consumers' Co-operatives in  respect 
o f  stocks held under schemes o f  public distribution 
organised by Government. 

Banks should not, as far as possible, establish 
U C s  for more than 30 days on DIA basis for import o f  
sugar. I n  case, banks establish LlCs for more than 30 
days on DIA  basis, after 30 days from the date o f  arrival 
of the commodity in the port.till date of rctlremcnt ot 
the import bills, the importer is required to depobit with 
banks an amount equivalent lo thc margin amount as 
applicable to the bank advances against sugar produced 
in  the country. 

A. Public Procurement, Storage and Distribution 
Agencies 

i) Advances to Food Corporation o f  India. 

i i )  Advances against sugar granted to wholesale and 
retail dealers appointedllicensed by Government 
andlor operating under statutory rationindfair price 
distribution system i n  all the States and U n ~ o n  
Territories to the extent o f  quantum o f  sugar 
allotted to them by the Government. 

B. Exports 

Advances granted i n  respect o f  stocks o f  sugar 
pledgedlhypothecated with banks which are intended 
for export out o f  India. 

C. Others 

i )  Advances granted by way o f  purchase o f  demand 
documentary b i l ls  drawn i n  connection w i th  
movement of commod~ties. 

i i )  Advances granted to industrial users such as 
confectioneries, bakeries, biscuit manufacturers. 
etc., against stocks o f  sugar. gur and khandsari 
pledgedlhypothecated with banks. 

i i i )  Advances to Khadi  and Vi l lage Industr ies 
Commission and its associate institutions. 

iv) Advances upro an aggregate limit of Rs.1 lakh per 
borrower are exempt from all provisions o f  the 
Selective Credit Controls subject to the condition 
that the borrower deals with one bank only. 

v) Advances to Wholesale Consumers' Co-operalive 
Stores or State and National Federations o f  
Consumers' Co-operalives. 



i) Stocks of levy sugar shall be valued at the levy price fixed by Government and free sale sugar (including bul'kr 
stocks at the average of the price realised in the preceding three months (moving average), or the current market 
price, whichever is lower. The prices for this purpose shall be exclusive of excise duty. 

ii) Usance bills arising out of sale of conlmodities covered under Selective Credit Control should not be discounted 
by banks. Banks should not open inland LlCs providing a clause therein which would enable other banks to 
discount usance bills under the LlCs. 

iii) No bank shall issue. either to a Court or to Government. or any other persons, a guarantee on behalf of. or on 
account of, any importer guaranteeing payment of customs duty andlor import duty, or other levies payable in 
respect of import of essential co~ntnodities without taking, as security for issue of such guarantees, a cash margin 
equivalerrl to at [east orre h a y  oJ the arnourrt payable under the guarantee. The tern1 "essential commodities" 
shall mean such commodities as may be specitied by the Reserve Bank of India from rime to time. 

iv) States and categories of advances indicated in column 2 above, though exempted from mininium margin and rare 
of interest prescribed, will continue to be governed by other instructions issued, prohibiting banks from discounting 
usance bills, allowing book debts and clean credit facilities. etc. In the case of advances mentioned at item 
C(iv)in column 2 above, however, these instructions will not be applicable. 

V )  Where credit limits have been sanctioned against the security of more than one commodity and/or against any 
other type of security ( i .e . ,  composite credit limits). the credit limit against each commodity shall be segregated 
and the restrictions contained in the directive shall be made applicable to each such segregated limit. 



E. Cotton and Kapas 

Minimum Margin Level of Credit Exemption from minimum margin, level of credit 
and ratc of interest 

I )  30% for parties other than cotton mill5 including 
spinning mills. 

ii) 30% for advances against warehouse receipts. 

Exemptions 

i) Advances against cotton and kapas to industrial 
users such as manufacturers of surgical cotton 
(absorbent cotton wool), provided that such stock 
is held by the borrower for processing and not for 
resale. 

ii) Advanccs against stocks of cotton and kapas to 
Cotton Corporation of lndia for procurement of 
cottor! under commercial operations. 

In respect of each party other than cotton mills including 
spinning mills: 110% of the peak level of credit 
maintained by the party with the bank in any of the 3 
years (November-October) viz., 1992-93, 1993-94 and 
1994-95. 

Exemptions 

i )  Advances against cotton and kapas to industrial 
users such as manufacturers of surgical cotton 
(absorbent cotton wool), provided that such stock 
is held by thc borrower for processing and not for 
resale. 

ii) Advances against stocks of cotton and kapas to 
Cotton Corporation of India for procurement of 
cotton under commercial opcrations. 

A. States 

Advances to all parties in the States of Assani, 
Arunachal Pradesh, tiimachal Pradesh, Jammu & 
Kashmir. Manipur. Meghalaya, Mizorarn. Nagaland. 
Orissa, Tripura and Sikkirn. 

B. Exports 

i) Advances in respccl of pre-shipment credit for 
cotton exports, provided the advanccs are made in 
respect of tirm export order and repaid on 
negotiation of the relevant export bills on shipment. 

ii) Advances against the security of, or by way of 
purchase or discount of export hills relating to 
export of cotton I'rom Indis. 

C. Others 

i )  Advanccs granted by way of purchase of 
demand documentary bills drawn in connection 
with the moveinen1 of cotton and kapas. 

i i )  Advances to Khadi and Village Industries 
Commission and its associate institutions. 

i i i )  Advances upto an aggregate limit of Rs.1 lakh 
per borrower are exempt from all provisions of 
the Selec~ive Credit Controls subject to the 
condition that the borrower deals with one hank 
only. 

iv) Advances against stocks of cotron arid kapas 
to National Textile Corporation (NTC) including 
irs suhhidinries. 

v) Advances against stocks of cotton and kapas 
lo Colton Corporation ol' Ind~a lor procurcmenl 
of cotton at support prices lixed by the 
Government 01' India. 



Nolcs 

i) Usance hills arising out of sale o f  commodities covered under Selective Credit Control should not be discounted 
by banks. Banks should not open inland LICs providing a clause therein which would enable other banks to 
discount usance bills under the U C s .  

i i) Warehouse receipts are those issued by CentralIState Warehousing Corporations or rural godowns, set up under a 
Government Scheme and godowns o f  Regulated Market Yards. 

i i i )  States and categories o f  advances indicated in  column 3 above, though exempted from rate o f  interest, minimum 
margin and level o f  credit prescribed, wi l l  continue to be governed by other instructions issued, prohibiting 
banks from discounting usance bills, allowing hook debts and clean credit facilities, elc. In  the case o f  advances 
menlioned at item C(i i i )  In column 3 above, however, these instructions wi l l  not be applicable. 

iv) Where credit limit5 have bccn sanctioned against the sccuriry of mol-c than one commodity andlor against any 
othrr type o f  sccurlty (i.e. composite credit limits), lhe credit limit agulnsl each commodily shall he \egl.cgated 
and the restrict~ons contained in  the direclive shall he ~nade applicable to each such segregated I~n l i t .  

V )  Advances granted to cotton textile mills (including spinning mills) shall continue to be exempt from Selective 
Credit Control measures. 



MONETARY AND BANKING DEVELOPMENTS 

Table V-1 : Variations in Broad Money (hl,) 

(Rupees crore) 

Dunng the F~nnnc~a l  Year 

1995-96 * 1994-05 

Absolute Per cent Absolute Per cent 

11. Broad hlorle! (111,) 

3 Ner Hank cred~r lo Go\,ernnien~ 
01 L L  Ill1 I1 

RBI's ne! cred~r to Gov?rnmcn~ 
h Bank Crcd~r ro Con~~ncrcial Sec~or  
c Ner F o ~ e ~ g n  Exchangr Atsets 

Table \'-2 : \'ariations in Reserve Money : Components and Sources 

(Rupees crore) 

Dunng the F~nanclal Year 

1995-96 * 1994-95 

Ilr'lll 
,4bsolu1e Per cent Absolulr Per cent 

HnnLlr~z' ~ l c . l , ~ i , ~ t \  w~tll RBI 7.326 12.0 10.467 20.6 

Ncl I > O I I I ~ \ I I C  A,\el\ of  th? KHI 25.682 27.2 7.3 12 8 4 



REPORT ON CURRENCY AND FINANCE, 1995-96 

Table V-3 : Important Banking Variables 

(Rupees crore) 

Items F~scal  year Variation 

1995-96 1994-95 

March 29, 1996 March 31, 1995 
over over 

March 31. 1995 March 18. 1994 

-- 

Aggregate Deposits 

Demand Deposits 

Time Deposits 

Bank credit 

Food credit 

Non-food credit 

Investments 

qf which 
Govt secunties 

Figures In brackets represent percentages. 

Table V-4 : Banking Data: Year-end Bulge (1992-96) 

(Rupees crore) 

1992 1993 1994 1995 1996 1996 
hlarch 31 March 31 March 3 1 March 3 l March 29 March 31 

over over over over over over 
March 20 March 19 March 18 March 17 March 15 March 29 

Aggregate Deposits 

(a) Demand Deposlts 

(b) Time Deposlts 

Bank Credlt 

(a) Food Credit 

( h )  Non-food Credit 9.834 7.107 7,977 9.746 6,741 N A 
(107.7) (29.2) (96.4) (2 1.3) (15.0) 

Note : Figures in brackets denote percentage variations to the financial year. 



MONETARY AND BANKING DEVEL.OPMENTS 

Table V-5 : Variations in Deposits and Non-Food 
Credit of Major Bank Groups 

(Percentage Share) 

Aggregate Depos~ts 

I SBI and Associates 

2 Nat~onal~sed Banks 

3. Fore~gn Banks 

Non-food Credit 

1 SBI and Associates 

2 Nationalised Banks 

3 .  Fore~gn Banks 

Table V-6 : Public Sector Banks : Advances to Priority Sector 

(Rupees crore) 

Sector March 1995 * March 1996 * 

Amount Percentage 10 Amount Percentage to 

Total Net Bank Total Net Bank 
Prionty Cred~t  Prionty Credir 

Sector Sector 
Advances Advances 

I A_grlcullu~e 

D~rect 

lnd~rect 

Total 

11. Small Scale 
Indusrnes 

Ill Other Priority 
Sectors 

Grand Tolal 

- Data are PI-ov~s~onal 

(n' lnclusivc o i  RF. 1-5 cr01.e lowards funds PI-ovided to RRBs by sponsored banks treated as priority sector advances 



REPORT ON CURRENCJ' AN11 FINANCE. 1995-96 

Table V-7: Export Credit Refinance 

(Rupees crore) 

As 011 lact repol-r~ng Ourstand~ng Expon Cr rd~t  Percentage of 
FnJa) ol Lxport C~edlt  4 Ref~nnncc. Colu~nn 3 

L I I ~ I I ~ ~  to Colunin 2 

March lYY5 

J U I W  I O O i  

Srprc~i~hcl- 1995 

Dccelnhe~ 1095 

M:irch 1996 

June 1996 

Seplenihcr 19% 

'Table V-8 : Progress of Primary (Urban) Co-operative Banks 

End Mnl-ch 

Loan\ O~~lsta~icl~n: (Ks crorr) 12.172 14,795 17.675 



MONETARY AND BANKING DEVEL OPMEIWS 

Table V-9 : Minimum Margins and Level of Credit 
Ceilings on Bank Advances against Commodities subject to Selective 

Credit Controls (effective July 2, 1996) 

C o r n ~ n ~ i d ~ t ~ e r  M ~ n ~ m u m  M a ~ g ~ n s  Level o f  cred~r 

c e ~ l ~ n g  (Base Year 
h l l l ls l  Others Warehouse Three Years end~ng 

processing recelpts 1994-95 

unlts No~ember-October) 

I 2 3 4 5 

3 Othe~ fuodgmins 
(other tha11 paddyi r~ ie.  
\\,lleat X L  ~LIISCSI 

7 O~lteeds ( ~ I L ,  

Grou~ldnur Rapcscedl 

hlustard.Cottonseed. 
L~n\eed.Ca\ro~secd and 
all ~~npol-red o1lsced5) 

4 Vegetable 011s ( v ~ z  . 
G ~ o u n d ~ l u t  oil.Rapessed1 
hluhtard oil.Cotro~~set.d 
u~l .L~nseed o~l .Cas~or  
o~l.Vn~laspar~ and a11 
i lnpo~lcd vegctahle o ~ l s l  

h )  Unreleascd srocks 

i Released 

6 Gur- and Klland\ari 30 45 30 - 

@ A l i l~ l~cab lz  10 rey~ste l rd  011 ~ n ~ l l s  and vanaspat1 ~uanuiacturerc 

- Nor appl~ci-~hle 

x Exen~pred from the ~II~UI~IIOIIS 

+ Ap l~ l~cah le  to o thc~  1hn11 cotton IIIIII~ ~ n c l u d ~ n g  sp~nnirlg ~ n ~ l l s  



REPORT O N  CURRENCJ' AN11 FINANCE, 1995-96 

Table V-10 : Scheduled Commercial Banks' Outstanding Advances 
against Selected Commodities 

(Rs. crore) 

Commodities As on the last Friday of 

March 1994 March 1995 March 1996* 

Amount Percentage Amount Percentage Amount Percentage 
to total ro total to total 

1 .  Foodgrains(exc1uding food 
procurenlent advances) 

(a) Paddyir~ce 
(b) Whear 
(c)  Pulses 
(d )  Other foodpralns 

2. Sugar (including khandsari 
and gur)  

( a )  Sugar 
( b )  Khandsarl 
( c )  Cur 

3. Major Oilseeds 208.5 6.3 277.2 6.4 308.8 6.6 

( a )  Groundnur 
( b )  Kapesred/h.lusrard 
(c) Llnseed 
( d )  C3srorsct.d 
(e, Cottonseed 
(f)  Soyabean 
(g) Orhcr Ollseeds 

4. Major Vegetable oils and  
Vanaspati 

( a )  Groundnut 011 
(h j  RapeseedlMustard 011 
(c)  Castor 011 
(d)  Linseed 011 
( e )  Cortonstted 011 
( f )  So)abe~n  011 
(g j  Other Vcg 011s 
( h )  Vdnacpatl 

5 .  Cotton and Kapas 686.2 20.9 1010.5 23.4 1004.5 21.6 

6. Raw Jute 143.2 4.4 127.7 3.0 132.6 2.9 

Total 3287.6 100.0 4313.3 100.0 4653.2 100.0 

Dara are provisional 

Nore Dara on adv~nces  agalnst cotton and kapas, raw jute, o~lseeds and 011s ale exclusive of advance5 to Cotton Corporatlon of Indla. Jute 
Corporatlon of lnd~d and Nallonal Da~ry Development Board, respectl\ely 

S ~ I I I C ~ .  Estimates are based o n  Bas~c Stat~st~cal  Return-3 recs~ved from head offlces of banks 



MONETARY AND BANKING DEVELOPMENTS 

Table V-11 : Security-wise Advances to Mills/Factories and Industrial Users 
(As Percentage To Total Credit Against Sensitive Commodities) 

Sr. Commodities Last Friday of 
No. 

March 1996 March 1995 March 1994 

Castor Oil 

Sugar 

Vanaspat1 

Raw Jute 

Linseed Oil 

Khandsari 

Soyabcan 

Cottonseed 011 

Groundnut 

RapeseedlMustard 011 

Cortonseed 

Pulses 

RapeseedIMustard 

Wheat 

Cotron and Kapas 

Linseed 

Orher Veg.Oils 

Paddy and R ~ c e  

Groundnut Oil 

Soyabean 011 

Castorseed 

Other Oilseeds 

Gur 

Orher Foodgra~ns 

All Selected Commodities 



REPORT ON CURRENCY AND FINANCE, 1995-96 

Table V-12 : Direct Institutional Finance for Agriculture and Allied Activities 

(Rc .  Crore) 

Loans issued during April-March Loans outstanding at March-end 
Source of Finance 

199 1-92 1992-93 1993-94 1994-95P 1992 1993 I994 1995P 

1 2 3 4 5 6 7 8 9 

I. Co-operatives * 
of ~l~ll lcl l  : 

(a) Shon-term loans by PACS 
(including LAMPS and FSS) 

(b) Term-Loans 
by PACS and CLDBs 

11. Scheduled Commercial Banks ** 
of u 11ic.h : 

(a) Shon-term loans 

( b )  Tcrln loans 

111. Regional Rural Banks 
r ! f  \vhich: 

(a) Short-term loans 

(b)  Term loans 

1V. State Governments*** 

V. Total Direct Finance (I to 1V)@ 
of w111ch. 

(a1 Short-term loans 

(b)  Tcrm loans 

Note : F~gures in brackets arc percentage sharc of the respective inst~tutioli in total direct finance 

P . Prov~s~onal. 

: Not ava~lable 
* : F~gures for 1991-92 relate to July-June period 

* *  : Figures relate to July-June 

***  : Taken as short-term loans 

'2) The time periods are different for the inst~tut~ons 

Source : i )  NABARD. , 

i i )  Budget Documents of the Srats Govern~nsnts. 



MONETARY AN13 BANKING DEVELOPhENTS 

Table V- 13 : Indirect Institutional Finance For Agriculture and Allied Activities 

(Rs Crore) 

Loans Issued dur~ng Apnl-March Loans outstanding at March-end 
S o u l ~ e  of Flndnce 

199 1-92 1992-93 1993-94 1994-95P 1992 1993 I994 1995P 

(a )  S13re Co-opc~-t~ve Batth\ @G1 3604E 393 OE 951 6E 982.0E 

(h) Cenrl-a1 Co-oper3ttve Banks @)KC 1.642 2E 1.679.7E 1,535 6E 1.608.5E 

11. Scheduled Commercial Banks 197.6* 157.9- 332.3* .. 1,433.2# 1551.7# 2,099.2# 2 8 6 5 . 9  

111. Regional Rural Dank\ 6.9 4.5 0.4 0.1 38.7 39.8 33.3 32.8 

11. Rural Electrification Corporation ## 587.8 474.3 6.92.0 967.4 4,874.9 5,174.9 5,654.6 6,191.9 

\'. Total Indirect Finance 2,794.6 2,709.4 .. 8,834.0 9,391.1 

P Pro\ ~ s ~ o n a l .  

: Not available 

E : Etrtrnatcs. I 

4 Tuhen ah shot-r-rel-111 loan5 

@ Q : Loans ~srued ~ncludc food procurement f~nance 

# PI- IV~IIV Sector adiances as at end-June 

## Tahen as long-tcrtn loan\ 

: D~shusrt,menr rtr Pnor~ty sectol-s dur~ng July-June 

Source - I )  NAHARD 
1 1 )  Reserve Bank of India 

1 1 1 )  RuI.:II Electrlf~cat~ol~ Corpora~ion LtJ. 

Table 1'-13 : Bank Group-wise Disbursements of Direct Agricultural Credit by 
Scheduled Commercial Banks (July-June) 

(Rs Crore) 

Annual Annual % Annual Q 
Category of Banks 1991-92 1992-93 Var~dr~on 1993-94 V a ~ ~ a t ~ o n  1994-95 Var~at~on 

1 2 3 4 5 6 7 8 

Total 

,2011. Flgutes In htschers ar? rhe percentage ~I1a1.c of each categoty of bank\ In the lotal loans dtshurred 



REPORT ON CURRENCY AND FINANCE, 1995-96 

Table V-15 : Purpose-wise Disbursement of Direct Agricultural Credit by 
Scheduled Commercial Banks (July-June) 

(Rs. Crore) 

Purpose 

- 

1991-92 1992-93 Annual % 1993-94 Annual % 1994-95 Annual % 
Variation Variation Variation 

I. Short-term Loans 
(Including crop loans) 

11. Term Loans (A+B) 

A. Loans for Agriculture 

i )  Minor lrrgiation Schemes 

ii) Reclamation and Land 
Development Schemes 

iii) Tractors and Agricultural 
Implements and Machinery 

iv) Plantations 

V )  Other Term Loans 

B .  Loans for Allied Activit~es 

I )  Dairying 

~ i )  Poultry Farming. Piggery, 
and Bee-keeping 

iii) Fisheries 

iv) Others 

Grand Total (I+II) 

Figures in brackets are percentage share of the respective items in grand total 



Tahle V-16 : Region-wise and Term-wise Disbursements of Direct Agricultural Credit hy 
Scheduled Commercial Banks (July-June) 

(Rs. Crore) 

I<cg~on 199 1-91 1992-93 1993-94 1994-95 

Short- Long- Total Shon- Long- Total Short- Long- Total Shon- Long- Total 
term term term terln term term term term 

Northern Reglo11 

North-Eastern Region 

Eastern Reglon 

Central IZcg~on 

Wcvtern Region 

Southern Region 

All India 

Note . F~gures in brackets indicate the percentage share of the region in All India 



V 3 8  REPORT ON CURRENCY AND FINANCE. 1995-96 

Table V-17 : Priority Sector Advances ot' Public Sector Banks 

(Outstanding at end-March) 

(Rs Clare)  

I tc~n Annual Ic Annual r/r 

1991 1995 1996P V a r ~ a t ~ o n  Varlat~on 

I I  Pl-~or~r). Seclor Advances 

Of l \  I l l (  11 

P Pro! 1zo11ol 

Fiyurrs In brackets are pr~celltage to Net Bank Credit 



MONETARY AND BAN KING DEVELOPMENTS V 4 9  

Table V-18 : NABARD's Credit to Co-operatives, Regional Rural Banks and State Governments During 1993-94 to 1995-96 

( R s .  Crore) 

1993-94 1994-95 1992-96 

Period LII~IIS Oul- L ~ m ~ t s  Out- L i m ~ l s  Out- 
sanc~~oned standing sanctioned standing sanctioned stand~ng 

I. State Co-operative Banks 
A .  Short-term 

( i )  (a) Seasonal Agricultural Operations 

(b) Out o f  (a) : for Oilseeds Production 
Programme 

(c) Out o f  (a) : for National Pulses 
Development Programme 

( ~ i )  Produce (Market~ng)  Loan Scheme 

(I~I) Market~ng o f  crops ~ncluding cotton 
and kapas 

(iv) Purchase and distribution o f  fenilizers 

July-June 

July-June 

July-June 

July-June 

July-June 

January- 
December 

Apr~l -March 

Apr~ l -March  

(v) Production and marketing activities o f  
Co-operar~ve Weavers Sociec~es 

(vi) F~nancing o f  production & marketing 
actlvltles o f  Industrial Co-operat~ves. 

(vii) Financing o f  Co-operative Sugar Factories July-June 

(v i i i )  Purchase and sale o f  Yarn July-June 

( ix) Financing o f  individual rural artisans Apri l-March 
through PACS 

B. hledium-term 
( i)  Approved agr~cultural purposes January- 

December 

( i i )  Purchase o f  shares ~n Co-operative January- 
Sugar Factories/processing societies December 

( i l l )  Convers~on o f  Short-ter111 loans into July-June 
Medluln-lerm loans 

11. Regional Rural Banks 
A.  Short-Term - SAO July-June 

B. Medium-Term 

( i )  Non-Schematic July-June 

( ~ i )  Conversion of  ST loans into M T  loan5 July-June 

1II.State Governments 
Long-term loans for Apri l-March 
contribution to share capital 
o f  co-operative credit insr~tutions 

- . No1 ava~lable. 

S(~lrr-ce : N A B A R D .  



REPORT ON CURRENCY AN11 FINANCE, 1995-96 

Table V-19 : Agency-wise Disbursements of Refinance by NABARD (April-March) 

(Rs. Crore) 

Agency 1992-93 1993-94 Annual % 1994-95 Annual 70 1995-96 Annual B 
Vanatlon Variation Variation 

I .  SCARDBs 

2 Scheduled Co~nnierc~al 
Banks 

3 Regtonal Rural Ranks 

4 Stare Co-operat~ve Banks 

Total 

Figurec In brackets are the percentage share of the respective institulion in total 
SCARDBs . State CO-operat~vr Ag1.1cuI1ural and Rural Development Banks 

Sorii-~.e . NABARD. 

Table V-20 : Purpose-wise Disbursements of Refinance by NABARD (April-March) 

(Rs. Crore) 

Purpose 1992-93 1993-94 Annual 70 1994-95 Annual 470 1995-96 Annual % 
Vanat~on Var~ar~on Variation 

M~nor Irnzat~on 561 0 589.0 5.0 598.0 1 5  607 0 1.5 
23.8 21.5 19.9 19.8 

Land Develop~nent/CAC) 13.0 18.0 38.5 17.0 -5 6 29.0 70.6 
0.6 0.7 0.6 0.9 

Farm hdechan~sarion 518 0 63 1 .0 21.8 685.0 8 6 701 .O 2.3 
22.0 23.0 22.7 22.9 

Plantar~on / Hon~culture 105.0 122.0 16.2 129.0 5.7 138.0 7.0 
4 5 4.4 4.3 4.5 

Poultly 1 Sheep 62 0 96.0 54.8 140.0 45.8 165.0 17 9 
B~eed~ngiP~ggery 2.6 3.5 4.6 5.4 

F~sher~c? 31 0 55.0 77 4 101 .0 83.6 107.0 5.9 
1.3 2.0 3.4 3.5 

Da~ry Uevelop~nenr 102.0 148.0 4.5 1 171.0 15 5 183.0 7 .0 
4.3 5.4 5.7 6.0 

Storage l Mal-her Yards I5 0 16.0 6 7 18.0 11.7 2 1 .0 16.5 
0.6 0.6 0.6 0.7 

IRDP 649.0 662.0 2.0 620.0 -6.3 461 0 -25 6 
27.5 24.1 20.6 15.0 

Orhers # 305.0 - - 532.0 - 652.0 22.6 

12 9 17.7 21 3 

Total 2,359.0 2,745.0 16.4 3,011.0 9.7 3,064.0 1.8 
(100.0) (100.0) (100.0) (100.0) 

No!( ,  . Flgul.cs In hrachers are percentage share of the respective Items i n  total 

# Includes RICI-~as .  Fol.es[ry, Non-Farm Sfctor. etc,. 

CAD . Colnlnand Area De\elopmrtlt 
S o i r f c c ,  NABARD 
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Table V-21 : Region-wise Disbursements by NABARD (April-March) 

(Rs crore) 

Region 
- - 

1992-93 1993-91 Annual lo 1994-95 Annual 9 1995-96 Annual lo 
Vanatlon Varlatlon Vanation 

Northern 

North-Eastern 

Eastern 

Central 

Western 

Southern 

All India  2,359.0 2,745.0 16.4 3,011.0 9.7 3,061.0 1.8 
, (100.0) (100.0) (100.0) (100.0) 

Flgures II I  brackets represent the percentages to all-lndla figures 

Norther11 Reg~on : Chandiguh. Delhi. Haryana. Himachal Pradesh. Jalnmu & Kashmir Punjab and Rajasthan. 

North-Eastern Reglon : Assarn, Manipur, Meghalya, Mizoram, Nagaland, Tripura and Arunachal Pradesh 

Eastern Reg~on : Slkkin~.  Blhar. Orissa, West Bengal and Andarnan & Nicobx Islands 

Central Keglon : Madhya Pradesh and Uttar Pradesh 

Wesrern Reg~on : Goa. Daman & Dlu, Dadra & Nagar Haveli, Gujarat and Maharashtra 

Southern Reyon  : Andhra Pradesh, Kwnataka, Kerala. Po~idicherry, Tamil Nadu and Lakshadweep 

So111-ce : NABARD 

Table V-22 : NABARD's Refinance Assistance under IRDP (April-March) 

(Rs. Crore) 

Purpose 1993-94 1994-95 Annual %- 1995-96 Annual 9 
Varlntlon Variation 

honor Irri_gation 

Dalry Debeloprnent 

SheeplGoatlP~ggery 

L~vsstock* 

ISB 

Otherst 

Total 

Notcc . Figures ~n hrackers lndlcared percentage to total. 

: Includes bullocks, bullock-carts, camel. rtc.  

t Includes Land Devslop~nenr. Poultry, F ~ s h e r ~ e s  and other unclassified irrlns 

ISB : Industrles, Serv~ces  and Business. 

So~ir-re : NABARD. 
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T~lble V-23 : State-wise and Purpose-wise Sanctions and Disbursements from RIDF during 1995-96 

(Rs  Crore) 

S ~ ~ I L '  I rn~a r ion  Wa~erslled Total D~sburscment 
M ~ n a ~ z l n e n t  

3lalor hleditlm M111or Told Sclierne 

- - 

Irlcludes Rs 7 56 ~.I-ole sanctioned for  tlood protection 
c Includes Rs 23 71 clore sanctioned tor rural bl-ldge\ 

- Y l l  

. S I I I I J ( C  N-\BARI> 
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Tahle V-24 : NCDC's Financial Assistance (Disbursements) from 1993-94 to 1995-96 (April-March) 

(Rs. crore) 

Schemes 1 Purposes 
~ - 

1993-94 1994-95 Annual % 1995-96 Annual 8 
Variations Vanar~ons 

I 2 3 4 5 6 

I. Centra l  Scl~ernes 197.0 250.6 27.2 171.0 -31.8 

b )  Co-operr~tivc Murhet~ng, PI-ocessine 

and Srorapr proglalllnies In under- 
de \c lo l~ rd  <rarrs/Un~vn Terr~tor~eb 

c) F~nance tor Co-operal~ve Supar 
Facror~ej.  Co-operat~ves 
S p ~ n n ~ n f  h l ~ l l s .  NAFED. etc 

d j  M~<cellaneous 

11. Corporat ion Sponsored Schemes 

31 Srorafe 

h )  Afru-pr<xe\sinp 

C )  Weaker Sccr~ons 

c. )  Rural Consulner A c r ~ v ~ r y  - I .rl 1 3  

1 )  Agrn-St.1 v ~ ~ e s  and PI-o~norton~l and 
De\t.lopn~ental PI-uyarnmes. erc 

111. Total (I  + 11) 287.0 386.3 34.6 363.0 -6.0 
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Table V-25 : Progress of Crop Insurance Scheme 

Season No of States No of farmers Area covered Suln ~nsured Total insurance Cla~ms  p a d  
& UTs covered (lakh (Us crore) charges (Us. crore) 

~rnplr~i ient~ng (labh) hectares) ( R s  crore) 

Kabi 1987-88 19 2 1.28 32 36 475.44 8 85 12.0s 

Rabi 1988-89 9 8.73 10.13 164.10 3.12 3.87 



CHAPTER VI 

FINANCIAL MARKETS* 

Overview 

One of the major objectives of the financial 
sector reforms in India has been to integrate various 
segments of the financial markets. There has been 
noticeable progress in achieving this objective 
through a package of well sequenced financial sector 
reforms over the past several years. In order to 
reduce the market imperfection further and also to 
tackle the transitional problems, sustained efforts 
have been made during the year under review which 
seem to have strengthened the links among various 
segments of the financial markets. The major policy 
decisions during 1995-96 and in 1996-97 (up to 
September),  which have a bearing on the 
development of financial markets, include, irlrer nlia, 
reduction in CRR, exemption/reduction of reserve 
requirements on certain external deposits ,  
liberalisation of interest rate on domestic term 
deposits with a maturity over  one year, 
rationalisation of lending norms, particularly, in 
terms of having a larger component of demand loans 
as against cash credits, liberalisation of guidelines 
for setting up of money market mutual funds 
(MMMFs) ,  setting up of primary dealers and 
bringing non-bank financial companies closer into 
the organised financial system (details in Annexure). 
As a result, the relative rates of returns on various 
instruments have moved within a comparatively 
narrow range, reflecting the increasing movement 
towards integration of financial markets. The 
organised credit market dominated by commercial 
banks has been discussed in Chapter V of this Report 
on Monetary and Banking Developments. This 
Chapter analyses the major developments relating to 
other major segments of the financial markets, viz, 
the money market,  the capital market,  the 
government securities market and the foreign 
exchange market during 1995-96 and also in the first 
half of 1996-97. 

Money Market 

The major segments of the money market in 
India are call (over night) money. short notice (up 

" This Chapter is based on clata / information available up  
to end-September 1996. 

to 14 days) money, cert if icates of deposit ,  
commercial papers, commercial bills and money 
market mutual funds. The activities in most of the 
segments other than call money market and to some 
extent, certificates of deposit were few and far 
between. During the first half of 1995-96, call 
money market witnessed a mixed trend with 
average fortnightly call rates of DFHI moving 
between 9.2 and 15.0 per cent. In the second half 
of 1995-96, the call rates were highly volatile and 
ruled at significantly higher levels mainly because 
of strong pick up in the demand for non-food credit 
in the face of sluggish deposit growth. The Reserve 
Bank's intervention in the forex market, the 
temporary withdrawal of Reserve Bank's support 
to the money market and also the massive 
borrowing programme of the Central Government 
contributed to the volatility in call rates. As the 
money market was extremely tight, commercial 
banks mobilised sizeable amount of funds through 
certificates of deposit from cash rich companies at 
relatively high rates of interest. During the first half 
of 1996-97, the call money market was remarkably 
stable with average call rates hovering around 10 
per cent. This could be attributed to a significant 
pick up in the deposit growth of the commercial 
banks, the phased reduction of CRR and also the 
steady inflow of capital. 

(a) Call /Notice Money Market 

The call/notice money market witnessed a 
mixed trend during the first half of 1995-96 with 
the fortnightly average lending rate of the Discount 
and Finance House of India (DFHI) ranging 
between 9.2 per cent and 15.0 per cent (Statement 
122 of Vol.11). In the second half of 1995-96, the 
call money market turned extremely tight and the 
call money rates of banks rose sharply touching a 
peak level of 85 per cent on November 3, 1995. 
The major factors behind the overall tightness of 
call/notice money market in the second half of 
1995-96 were: (i) the mismatch between assets and 
liabilities of commercial banks arising out of 
massive demand for non-food credit as against 
sluggish growth of bank deposits; (ii) the Reserve 
Bank's intervention in the forex market to prevent 
the unusual depreciation of rupee; and ( i i i )  above 
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all. the temporary withdrawal of money market 
support so as to first stabilise the forex market. 
Once the spot forex market was stabilised. the 
Reserve Bank resumed its money market support 
which reached a peak of Rs.5,555 crore on 
November 8, 1995. This, coupled with the series 
of measures taken by the Reszrve Bank to augment 
the resources of banks by way of reduction in 
reserve requirements from the fortnighr beginning 
November 11. 1995 and the increase effected in 
refinance limits of banks under the Government 
Securities Refinance facility helped moderate the 
call money rates. Consequently. the DFHI's 
fortnightly average lending rates ruled in the range 
of 1 1 .5 - 19.0 per cent between January 1996 and 
the middle of February 1996. Call money rates once 
again firmed up between mid-February 1996 and 
the middle of March 1996. The Reserve Bank's 
money ~narliet support during this period, however, 
was minimal. since large injection of liquidity 
would have been counter to the efforts to maintain 
exchange rate stability and since there has been a 
steady inflow of funds into the banking system, with 
the foreign exchange purchases being made by the 
Reserve Bank in the spot market. The call money 
rares, 3s a result, once again ruled easy from the 
middle of March 1996. During 1996-97 (up to 
September 30, 1996) in the context of further 
reduction in the average CRR (effected in three 
phases; 0.5 per cent each on April 27, 1996, May 
1 1 .  1996 iind 1 per .cent on July 6.1996) and 
relaxatiot, of CRR and SLR on NRE deposits 
(effected i n  April 13. 1996) which augmented the 
lendable resources of banks, call money rates 
remained easy. However, from a low of 1.56 per 
cent in the fortnight ended July 19. 1996, the 
average (middle) lending rate of DFHI picked up 
to I0 per cent in the fortnight ended September 
27. 1996. 

Di\c oiil~r (1 1 1 r l  F ~ I I C ~ ~ I C O  HOIISC' 0 1 j  I11d1(1 Lid. ( D F H I )  

DFHI's cumulative turnover in 1995-96 in the 
call and notice money market at Rs.5.51.995 crore 
was higher than that of Rs.5.29.183 crore in the 
previous year (Table VI-1). DFHI's daily average 
turno\.er of call money fund> in 1995-96 was higher 
at Rs. 1.500 crore as against Rs. 1.43 1 crore in 1994- 
95. The turnover i n  Central Government dated 
securities in  the secondary marker was markedly 
higher at Rs.60,077 crore as compared with that of 
R h .  12.488 crore in 1994-95. There \vas no turnover 
i n  cet-tificates of deposit (CDs) and commercial 

paper (CP) segments during .the financial year 1995- 
96. 

During 1996-97 (up to September 27, 1996). 
DFHI's cumulative turnover in all the segments of 
money market instruments was lower as compared 
with the turnover in the corresponding period of 
the previous year. 

(b) Certificates of Deposit (CDs) 

The stringent conditions in the money market 
in 1995-96 induced banks to mobilise resources on 
a large scale through Certificates of Deposit (CDs). 
The outstanding amount of CDs  issued by 
scheduled commercial banks more than doubled 
from Rs.8,017 crore as at rhe end of March 1995 
to Rs. 16,3 16 crore as on March 29, 1996 (Statement 
81 of Vol. 11). Reflecting the tight money market 
conditions, the interest rates on CDs increased 
sharply during 1995-96. The typical interest rates 
on CDs with a maturity of 3 months which ruled 
in the range of 12.0- 13.5 per cent in March 1995 
increased to 16-19 per cent i n  March 1996 and 
subsequently declined to 12-16 per cent during the 
fortnight ended July 5, 1996 with the easing of the 
liquidity conditions. The typical interest rates on 
CDs with a one-year maturity also increased from 
the rat~ge of 9- 15 per cent in March 1995 to 17.5- 
19.0 per cent in March 1996 before declining to 
14.5-15.0 per cent during the fortnight ended July 
5, 1996. The effective interest rates on CDs (all 
maturities) remained in the range of 9.00-15.25 per 
cent i n  the fortnight ended September 27, 1996. 

(c)  Colnmercial Papers (CPs) 

Consequent upon the withdrawal of the stand- 
by arrangement facility with banks in October 1994. 
the introduction of the loan system of delivery of 
bank credit and the successive increases of the loan 
component to 6 0  per cent i n  April 1996 for 
borrowers with the maximum permissible bauk 
finance (MPBF) of Rs.20 crore and above, and 
stringent money market conditions. the activity in 
the commercial paper market u-as moderate during 
1995-96. Accordingly, the outstanding amount of 
CPs showed a sharp decline of Rs.527 crore during 
1995-96 to Rs.76 crore as at the end of March 1996 
(Statement 82 of Vol 11). The typical effective rares 
of discount offered on CP rose sharply and rulcd 
j r ~  the range of 19.10-20.15 per cent per Lunnum 
during March 1996 compared with 14.00- 15.50 per 
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cent in March 1995. With the softening of liquidity 
conditions during 1996-97. the discount rates eased 
somewhat during April-September and the activity 
in the CP market picked up; the outstanding amount 
of CPs stood at Rs.371.50 crore as on September 
30, 1996 and the effective rates of discount ranged 
between 12.41 and 14.75 per cent (in 10 out of 11 
issues) during September 1996. 

(d) Bills Rediscounting 

The activity in the bills rediscounting market 
was subdued during the financial year 1995-96 and 
1996-97 up to end-August 1996. The outstanding 
amount of commercial bills rediscounted by 
scheduled commercial banks with various financial 
institutions was at a much lower level of Rs.374 
crore at the end of March 1996 compared with 
Rs.1,226 crore as at the end of March 1995; it 
increased marginally to Rs.614 crore (provisional) 
as at the end of August 1996. 

(e)  Money Market Mutual Funds 

In order to provide an additional short-term 
avenue to the individual investors, a Scheme of 
Money Market Mutual Funds (MMMFs) was 
introduced by the Reserve Bank in April 1992. As 
the initial guidelines were not attractive, the Scheme 
did not make any headway. With a view to making 
the Scheme more flexible and providing greater 
depth and liquidity to the money market, RBI 
permitted certain relaxations in November 1995. As 
per the extant guidelines, institutions in the private 
sectors have been allowed to set up MMMFs in 
addition to the  banks and public f inancial  
institutions. The ceiling of Rs.50 crore on the size 
of MMMFs, stipulated earlier, has been withdrawn. 
The prescription of limits on investments in 
individual instruments by MMMFs has been 
deregulated except the exposure on commercial 
paper issued by an individual company which is 
not to exceed 3 per cent of the resources mobilised 
by the concerned MMMF. Since April 1996, 
MMMFs are allowed to issue units to corporates 
and others on par with other mutual funds. The 
minimum lock-in period for investment in MMMFs 
has been reduced from 46 days to 30 days since 
July 1996. 

Capital Market 
Indian capital market is currently at a critical 

stage of development. There is a wide net work of 

institutions involved in channelising savings for the 
long-term financing of the corporate sector through 
a variety of instruments. While  the overall 
regulatory power is vested with the Securities and 
Exchange Board of India (SEBI), the corporate 
sector's long-term requirement of funds is met by 
a number of term-lending institutions, mutual funds, 
specialised institutions and also directly by the 
market through primary issues like bonds,  
debentures and equity shares. The day-to-day pulse 
of the capital market is observed from the 
operations of the various stock exchanges. During 
1995-96, both the primary and secondary segments 
of the capital market experienced subdued 
conditions. New capital issues by the Government 
and non-Government companies (including banks 
and financial institutions in the public sector) 
amounted to Rs.23,057 crore showing a decline of 
25.1 per cent over the previous year. The year 
average of RBI Index of Ordinary Share Prices at 
1189.6 recorded a decline of 22.6 per cent over 
the preceding year. The aggregate sanctions of all 
financial institutions (net of inter-institutional flows) 
during 1995-96 at Rs.66,29 1 crore (provisional) 
registered a rise of 13.5 per cent over the previous 
year. Disbursements of these institutions at 
Rs.37,327 crore also showed an increase of 12.7 
per cent over the year. 

Policy Initiatives and Developments 

During 1995-96 and also in the current 
financial year up to September 1996, several policy 
measures were announced by the Securities and 
Exchange Board of India (SEBI), Reserve Bank of 
India (RBI) and Government of India with the 
objective of making capital market efficient and 
vibrant. 

The following guidelines were issued by the 
SEBI during the review period. 

On October 25,  1995,  with a view to 
preventing fraudulent and unfair trade practices in 
securities market, SEBI notified the regulat' ~ l o n  on 
Prohibition of Fraudulent and Unfair Trade 
Practices relating to securities markets. The new 
regulation has imposed prohibition against market 
manipulation, misleading statements to induce sale 
or purchase of securities and unfair practices 
relating to securities and laid down procedures for 
investigation into alleged contravention. 
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A series of measures to control the rigging up 
of prices and to check other malpractices on the 
stock exchanges were announced by SEBI on 
December 21,  1995. These measures included 
imposition of penal margin on net undelivered 
portion at the end of the settlement, special margin 
on buyers in case of rise in share prices, joint 
suspension of trading by stock exchanges in case 
of price stipulation, etc. 

The clarification No. XIV relating to 
guidelines for disclosure and investor protection 
announced by SEBI on March 1, 1996 removed 
the vetting requirement for exclusive non- 
convertible debenture issues with certain conditions. 
The lock-in-period provision for preferential 
allotment was removed for all categories except for 
the promoters. The disclosure norms in offer 
documents were tightened further and revised 
guidelines were issued for employees stock option 
scheme. 

Guidelines for tightening the entry norms for 
companies accessing capital market were issued by 
SEBI on April 16, 1996. Accordingly, a company 
should have a track record of dividend payment 
for a minimum 3 years out of the immediate 
preceding 5 years. If a manufacturing company does 
not have such a track record, i t  can access the 
public issue market provided their projects have 
been appraised by a public financial institution or 
a scheduled com~nercial bank and such appraising 
entity is also participating in the project fund. 

On May 15, 1996, SEBI communicated to the 
stock exchanges to amend the listing agreement. 
Accordingly. the body corporate will be required 
to complete the al lotments of securities in 
pursuance to the public issue within 30 days of the 
closure of the issue. Thereafter, they will be 
required to pay interest at the rate of 15 per cent 
per annum, if refund of application money and 
allotment is not made within the aforesaid period. 
Further. i t  will be necessary for a body corporate 
making a public issue to have at least five public 
shareholders for every Rupees one lakh of net 
capital offer made to the public. 

SEBI notified Custodians of Securities 
Regulations 1996 on May 16. 1996. These 
regulations provide for registration of custodians 
and specify capital and other requirements for the 
grant of certificate. The regulations delineate the 

general obligations and responsibil i t ies of 
custodians besides, audit of custodians and 
procedures to be followed in case of default. 

SEBI notified Depositories and Participants 
Regulations 1996 on June 19, 1996. These 
regulations contain prudential norms for setting up 
depositories and formalities to be adhered to by 
the participants. 

SEBI broadened the definition of foreign 
institutional operators to include funds such as 
university funds, endowments, foundations and 
charitable trusts/societies with a track record to 
invest in the Indian capital market by amending 
SEBI (Foreign Institutional Investors) Regulations. 
1995 on July 24, 1996. 

In August 1996, exemptions were given by 
SEBI for bought out deals or offers for sale of 
companies listed on the OTCEI  from the 
requirement of having a three-year dividend track 
record in order to make a public issue subject to 
the fact that these deals were registered with the 
OTCEI on or before April 1 6, 1996. 

The Reserve Bank of India took the following 
policy decisions which have a bearing on the 
development of India 's  capital market.  On 
November 1, 1995, the RBI exempted Overseas 
Corporate Bodies (OCBs) from the requirement of 
prior approval from it for transferring securities of 
Indian companies obtained under portfolio 
investment scheme with repatriation benefits, 
provided the transfer was made through stock 
exchanges in India. On November 23, 1995, private 
sector mutual funds were permitted to set up Money 
Market Mutual Funds (MMMF); hitherto it was 
restricted to banks and financial institutions. In the 
credit policy for the first half of 1996-97, the RBI 
announced that SEBI approved mutual funds 
dedicated to Government securities will get liquidity 
support from RBI to the extent of 20 per cent of 
the outstanding investments in Government dated 
securities. In the credit policy announcement on 
April 3, 1996, the Reserve Bank made the MMMF 
scheme flexible by making i t  available for 
corporates and others, in addition to individuals, 
on par with all other mutual funds. 

In order to enthuse the capital market, the 
Government of India took a number of decisions 
such as the following : 
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The Depositories Act to provide for regulation capital ;  ( i v )  permission to  vote in holding 
of depositories in securities and for matters companies, mutual funds and venture capital funds; 
connected therewith or incidental thereto received (v) reducing surcharge on corporate income tax 
the assent of the President on August 10, 1996. from 15 per cent to 7.5 per cent; and (vi) making 
The Government of India modified the guidelines eligible for tax rebate all investments that are made 
on Euro-issues making them more flexible for in approved debentures or equity shares of private 
corporates for making such issues. In July 1996, companies meant for infrastructure creation. 
the Government proposed the following measures 
pertaining to capital market activities in their 
budget: ( i )  the level of a FII maximuln investments 
ha\  been raised to 10 per cent from 5 per cent; (ii) 
,~llou.ing FIIs to invest in the stock of unlisted 
companies: ( i i i )  allowing companies to issue non- 
\*oting shares up to 25 per cent of the issued equity 

In addition to the above policy measures, 
Bhagwati Committee,  set up by SEBI on 
Acquisition of Shares and Takeovers, gave wide- 
ranging recommendations in their report submitted 
in November 1995 (Box VI- 1). 

Summary of Recommendations of the Committee on Takeovers 

SEBI notif'ied in Noveniber 1994 Regulations for Substantial Acquisition of Shares and Takeovers besides 
clause 40 (A and B )  of listing agreement (amended in 1990) indicating the regulations to be adhered for 
takeovers. As a fall out of the changing corporate scenario due to economic reforms, the process of 
substantial acquisition of shares and takeovers is becoming more complex and is posing difficulties in 
regulating such uctivitieh. Hcnce. SEBI felt the need to address the issues involved and make the regulatory 
f'raniework more comprehensive. A Committee was set up by SEBI under the Chairmanship of Justice 
P.N.Bhagwati in Novsmher 1995 to review the Securities and Exchange Board of India (Substantial 
Acquisition of Shares and Takeovers) Regulations. 1994. The Committee presented its Report i n  August 
1996 in two parts. While Part I contained the recommendations of the Committee, Part I1 covered the 
draft regulations. 

The major recommendations of the Committee are as follows : 

I ) The Committee ~.eviewed tlie existing definitions in the Regulations and suggested re-definition1 
~nodifications of definitions of concepts, viz. 'acquirer', 'persons acting in concert', 'offer period', 
'promoter'. ' pub l~c  sharcliolding' and 'char9ed company'.  

7 )  The Committee suggested for setting up of a panel consisting of experts and officers of SEBI to 
cons~der  cases of evernptlons which would not be covered by the circumstances delineated in the 
regulations. 

3 )  Preferential offers made by corporates in order to consolidate the stock of existing Indian or foreign 
promoter. induction of foreign collaborator with foreiyn technology, etc. are at present governed by 
cxisr i~ie  Regulations on Takeover (Regulation 4). The Committee recommended that acquisition of 
shares co\,ered under Section 8 1 ( I A) of the Companies Act may be exempted from applicability as  
the acquisition by above lnodes would not fall under the route of primary and secondary markets. 
But. thehe are wbject to full disclobures in the notice for the Extra-ordinary General Meeting 
callcd for consideration of prel'el-entlal offer including identity of the acquirer, consequent changes 
in the \harehold~ng pattern and controlling managenlent, e:c. 

4) Thc Comniittec recommended thar apart from individual holding. disclosures on persons who have 
contl.ol over nianagcnient and thcir shareholding interest in the company should also be called for. 

5 )  I n  order to ensure tr:lnsparency in operations, all the exempt transactions should be subject to 
~reportilig ~.ecluiremt.rits to tlie stock exchanges for the purpose of notifying it to the public by 
cachange autliol-itits and also to SEBI I'or facilitating monitoring of such transactions. 

I Relaling to rli1-e5llold l i m ~ t  for mandatory public offer. the Comniittee decided, the present threshold 
of I0  1x1. cent for public ol'1.c~ be retained. 



VI-6 REPORT O N  CURRENCY ANT) FINANCE. 1995-96 

Box VI-1 (Cotrcld.) 

In regard to consolidation of holdings, the Committee suggested that person(s) holding not less 
than 10 per cent but not more than 25 per cent may be allowed to acquire up to 2 per cent shares 
in any period of 12 months without attracting the mandatory public offer requirement. Person(s) 
holding not less than 25 per cent but not more than 50  per cent may be allowed to acquire up to 5 
per cent in any period of 12 months without attracting the mandatory public offer requirement. 

The Committee recommended that only Category I Merchant Banker, not being a group company 
or associate of the acquirer or the target company may be appointed for exercising due diligence in 
the discharge of its responsibilities. 

The Committee recommended that the public announcement of offer should be made not later than 4 
working days of the agreement. In case of acquisition of security (including GDRs)  entitling the 
acquirer to voting rights by a later date, the public announcement should be made not later than 4 
working days of acquisition of voting rights upon conversion or exercise of option as the case may be. 

The Committee recommended that certain norms to be adhered to by the acquirer while making 
public announcement of offer: ( i )  the highest and the average price paid by the acquirer of shares 
in a target company in the open market during the 12 months prior to public offer will have to be 
published; (ii) public offer should contain statement on financial arrangements; (iii) the acquirer 
mandatorily will have to accept a minimum proportion of 20  per cent irrespective of whether the 
conditional offer has elicited response to the level of acceptances desired by the offeror. 

The Committee recommended that the period of fixation of record date should be reduced to 
complete formalities In a short time- frame and make even unregistered shareholders eligible for 
partlcipatlon in the offer. Hence, in the views of the Committee, the 'record date' concept be 
changed to 'specified date' and i t  should not be later than the 30th day from the date of public 
announcement. 

The Committee recommended the following in case of minimum offer and minimum holding of 
shares after the offer : 

( a )  The present stipulation of 20  per cent minimum offer would continue; 

(b )  As a result of the minimum offer, if the public shareholding falls below 10 per cent, the 
acquirer would be allowed to buy the rest; 

( c )  The acquirer can undertake to bring the public shareholding to a level of 25  per cent through 
an offer for sale. w ~ t h  suitable disclosure in the offer document. In other words, an offer may 
be made for 100 per cent of the share capital. 

The Committee specifled the tlme-frame for filing of documents with SEBI, opening up of an offer 
to public, closing the same and mailing of consideration. 

In order to discharge their obligations by acquirer, the Committee has recommended that an 'Escrow' 
account may be opened wherein a deposit of 10 per cent of the value of the public offer be 
deposited in i t .  The 'Escrow' may be opened in cashlbank guarantees1 or approved securities with 
appropriate margin. 

The Committee recommended that in case an acquirer has withdrawn his offer or allowed i t  to 
lapse. he should not be allowed to make a bid within a period of six months from the date of 
withdrawal or closure of the offer. 

The Committee recommended that any induction of person belonging to the acquirer in the board 
of target company during the offer period should not take place; 
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Box VI- 1 (Coilcld.) 

17) The Committee indicated what constitutes a competitive bid, the time frame for competitive bidding 
and closing and also the right to revise prices. 

18) In respect of bail-out take-overs, the Committee recommended that there is no minimum price and 
minimum amount for public offer. Additionally, competitive bid would not be cleared for bail-out 
takeovers as the selection of the incumbent in the management is made through a process of 
competitive bidding. 

19) Finally. the Committee recommended amendments to the SEBI Act to expand the scope of 
adjudication to all violations of the Regulations, to increase the amount of monetary penalties so to 
make the penalties meaningful, and to have a provision for auction of shares acquired in violation 
of Regulations. etc. 

Disinvestment by Public Sector Enterprises 

During 1995-96, through divestment of shares 
of Public Sector Enterprises only a marginal amount 
of Rs.357 crore could be mobilised against a target 
of Rs.7,000 crore (Table A). One of the main 
reasons for such a low achievement of target was 
the prevalence of depressed conditions in the capital 
market. For the year 1996-97, a target of Rs.5,000 
crore has been fixed for disinvestment. 

Table A : Disinvestment by Public Sector 
Enterprises 

(Rs. crore) 

Year Amount 

Euro-issues through Foreign Currency 
Convertible Bonds (FCCBs) and Global 
Depository Receipts (GDRs) 

In view of prolonged sluggish conditions in 
the domestic stock market and lack of demand for 
Indian paper in international markets, the Indian 
corporates experienced difficulties in lnobilising 
resources from the Euro-market through FCCBs and 
GDRs during the year under review. As a result, 
only 4 issues could be floated for an amount 
aggregating Rs.1,297 crore as compared with 31 
issues for Rs.6,743 crore in the preceding year. 

According, to available data for the period April- 
September 1996, 8 issues amounting to Rs.2,348 
crore were floated in the Euro-market. The 
Government of India substantially relaxed the 
guidelines for Euro-issues in June 1996. 

Foreign Institutional Investors (FIIs) 

FIIs have become important players in the 
Indian capital market and investment by them has 
become a crucial factor in movements of stock 
prices in India. The number of FIIs registered with 
RBI rose to 389 at end-March 1996 from 308 at 
end- arch 1995. The net aggregate investments by 
the FIIs during the year 1995-96 at Rs.6,864 crore, 
registered a substantial rise of 43.7 per cent over 
the previous year's net investments of Rs.4,777 
crore. The FIIs made large investments of Rs.5,605 
crore during July to September, 1995 and December 
1995 to March 1996. During the first six months 
of 1996-97, the FIIs' net investments amounted to 
Rs.4.974 crore. The cumulative net investments at 
end-September 1996 stood at Rs.22,064 crore. 

Primary Market 

Clearance of offer documents by the SEBI 

a) Clearance to Non-Government Companies 

During 1995-96, the vetting of prospectuses 
of private sector companies for raising capital in  
the form of equities and debentureslbonds at 
Rs.21,098 crore (through 1975 issues) showed a 
significant decline of 33.6 per cent over the 
previous year (Statement No. 132 of Vol. 11). In 
respect of equity shares, clearance (including 
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Graph VI-1 
New Capital Issues by Non-Government Public Limited Companies 
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premium issues but excluding bonus issues) 
amounted to Rs. 15,536 crore (through 1904 issues) 
registering a decline of 27.9 per cent over the year. 
During the year, clearance for debenturestbonds by 
SEBI at Rs.5,562 crore, witnessed a perceptible 
decline of 45.6 per cent. 

b) Clearance to Government Companies 

The clearance given by SEBI to Government 
companies for issuing capital (by way of shares and 
debentureslbonds) amounted to Rs.3,724 crore 
during 1995-96 indicating a marginal increase of 
6.0 per cent over the year. 

New Issues Market 

The market for new capital issues remained 
sluggish during the year under review which can 
be attributed to the prolonged bearish trend in the 
stock market since September 1994. Capital issues 
floated by Government and non-Government 
companies (private sector), banks anti financial 
institutions amounted to Rs.23.057 crore in 1995- 
96 showing a substantial decline of 25.1 per cent 
over the previous year (Table B and Graph VI-I). 

In terms of sectoral break-up, while there was a 
substantial decline in the case of private sector, 
capital issues floated by bankstfinancial institutions 
witnessed a sharp rise. 

A noticeable phenomenon in the primary 
market during 1995-96 was charging of lower 
premium for equity i s ~ u e s  by the private sector 
companies than those in 1994-95. The share of 
premium i n  the total equity value declined to 41.0 
per cent during 1995-96 from 48.4 per cent in 1994- 
95. The proportion of equity issues in the aggregate 
capital issues by the non-Government companies 
at 73.7 per cent during 1995-96 was higher as 
compared with 65.9 per cent in the previous year. 
The share of prospectus issues in total capital issues 
declined to 64.3 per cent in 1995-96 as compared 
with 74.5 per cent in  1991-95. 

The average size of new issues at Rs.9.7 crore 
i n  1995-96 was much lower compared to that of 
Rs. 15.7 crore in 1994-95 (Statements 133 and 133 
of Vol. 11). There were 19 lile_$;1 issues (of Rs.100 
crore each atid above) amounting to Rs.4,038 crore 
during the year as against 39 such iqsues for 
Rs. 10.305 crore in the preceding year. 
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Table B : hlobilisation of resources from the Primary Market 

(Rs. crore) 

1995-96 1996-97 1995-96* 1994-95* 1993-94* 
(April- (April- 

September) September) 

Government Sector Compan~es 
(Includin~ PSU Bonds) 482.1 - 

Banks and Financial Instituriorls 2.184.0 1.200.0 3,465.4 425.3 3.743.0 

Total 8,342.6 8,433.0 23,057.1 30,799.5 29,502.8 

Figures 21-c psovisionul. 

*. Pcr-iod : April-March. 

During the year. a hybrid instrument in the 
name of Convertible Premium Note was issued by 
a non-Government public limited company in 
addition to the exist ing innovativelhybrid 
instruments. New issues with some novel features 
were floated to the tune of Rs.4,151 crore during 
the year, indicating an increase of 3 1.9 per cent 
over the previous year. 

Public Sector Bonds 

During 1995-96. according to available data. 
nine Public Sector Undertakings (PSUs) floated 
PSU bonds aggregating Rs.2,291 crore (Statement 
135 of Vol.11). Of these. tax free bonds carrying 
9.25-10.5 per cent interest rate accounted for Rs.547 
crore and the rest were taxable bonds with interest 
rates in the band of 14 to 18 per cent. 

RIutual Funds 

During the year 1995-96. four new mutual 
funds (MFs) were set up taking the total number of 
mutual iunds in the country to 25 (including UTI). 
However. there was reverse flow of funds from the 
mutual funds during the year in view of sluggishness 
i n  the capital market. During 1995-96. the total funds 
raised by the hlFs aggregated a negative amount of 
Rs.5.731. crore.  mainly due to high level of 
repurchases coupled with inability on the part of 
mutual funds to float new schemes in a downward 
market. The amount ~nobil ised by t'unds i n  the 
private sector and subsidiaries of banks and financial 
in5titutions aggregated Rs.240 crore and Rs.332 
crore, respectively (Statement 102 of Vol. 11). 

Secondary Market 

Industrial Security Market 

There was lack of sufficient investment 
support during most part of 1995-96 in the stock 
market. Reflecting this. the equity prices in 
securities market continued to remain bearish 
almost during the whole of 1995-96. It may be 
recalled that the downtrend has been in evidence 
since mid-September 1994. The sustained downfall 
in the prices of scrips on stock exchanges was 
accentuated by lack of buying support from 
domestic financial institutions and foreign 
institutional investors, high domestic interest rates, 
problems associated with reintroduction of carry- 
forward trading, erc. However, there was some 
recovery towards end of the financial year. 
accompanied by an upsurge in net investments by 
the FIIs. 

The  yearly average of RBI All-India 
(weekly) Index Number of Ordinary Share Prices 
(Base : 1980-81=100) for 1995-96 at 1189.6 
recorded a decline of 22.6 per cent as compared with 
an increase of 46.2 per cent i n  1994-95. On a point- 
to-point basis, the index, however, showed a lower 
order of decline of 1 8.3 per cent during 1995-96 as 
against the increase of 4.0 per cent in the previous 
year (Statement 139 of Vol.11). The average gross 
yield of scrips covered in the RBI index moved to 
3.05 per cent (per annum) from 1.79 per cent in 
1994-95 (Graph VI-2 and Table VI-2). 
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Graph VI-2 

Monthly Averages of BSE Sensitive, BSE National, RBI Indices 
(April 1994 to September 1996) 
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During the first-half of the financial year 1996- 
97 (April-September), the equity prices in the stock 
market indicated a mixed trend - buoyancy in the 
first quarter followed by subdued conditions in the 
subsequent quarter. The RBI index which stood at 
1146.5 in March 1996 moved up to 1330.2 in June 
1996, but declined to 1164.8 in September 1996, 
showing a marginal rise of 1.6 per cent during the 
period Apri I-September, 1996. 

Industry-wise Trends 
The analysis of industry-wise movements in 

scrips as reflected by the RBI All-India Index 
Numbers of Ordinary Share Prices indicated that 
excepting A!uminium and Automobile and Auto- 
ancillaries, all industry groups posted phenomenal 
losses during 1995-96. While Automobile and 
Auto-ancillaries recorded a significant rise of 1 1.4 
per cent, Aluminium registered a marginal increase 
of 1.9 per cent (Statement 140 of Vol.11). Shipping 
industry group registered a steep decline of 63.9 

per cent at the end of March 30, 1996, followed 
by Man-made Fibres 37.3 per cent, Tea Plantations 
35.3 per cent, Cotton Textiles 30.3 per cent, etc. 

Operations on the Mumbai Stock Exchange 

The 3 0 - s c r i p ' ~ s ~  Sensitive Index (SENSEX) 
(Base : 1978-79 = 100) more or less indicated the 
same trend as depicted by the RBI index. However, 
the index being more sensitive in nature, showed 
more volatile movements. The yearly average index 
witnessed a significant decline of 17.3 per cent 
during 1995-96 as against a rise of 37.1 per cent 
in the previous year. The SENSEX however, went 
up during the first quarter of 1996-97 but declined 
in the subsequent months and stood at 3390.1 in 
September 1996 (Statement 145 of Vol. 11). The 
yearly average PIE Ratio of 30 scrips of BSE 
index declined to a low of 19.9 during 1995-96 
from 41.2 for 1994-95, attributable to decline in 
equity prices and rise in earnings of the coryor:lte\ 
(Graph VI-3). Thc turnover of scrips (A,  B l ,  and 
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Graph VI-3 

P/E Ratio - BSE Sensitive Index 
(April 1994 to September 1996) 
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B2 groups put together) on the Stock Exchange, 
Murnbai during 1995-96 at Rs.50.063 crore showed 
a substantial decline of 26.1 per cent over the 
preceding year (Rs.67.749 crore). The market 
c~pitalisation of BSE. a\ a percentage of gross 
donlest~c product, howe~er .  went up to 52.0 per 
cent at end-March 1996 as colnpared with 49.6 
per cent at end-March 1995. 

National Stock Exchange (NSE) 

The National Stock Exchange of India Ltd. 
(NSE) commenced its automated exchange with the 
introduction of W'liolesale Debt Market (WDM) 
segment on June 30. 1991. The operations of the 
Exchan~e  have so far been extended to as much as 
3.3 cities. of which 18 cities did not have any stock 
exchan~es.  The WDM segment covers a variety of 
debt i~ls t rulnents  like Central Go\,ernlnent 
securities. State Government securities, treasury 
bill\. floi~ting rare bonds. commercial papers, 
ccl.tiFicates of deposit, corporate debentures, PSCT 
bonds, institutional SLR bonds/Non-SLR bonds, etc. 
Subseclu<ntly. instruments like so\ zrnment floating 

rate bonds, PSU zero coupon bonds, and 
institi~tional zero coupon bonds have been added 
for trading. 

The number of securities available for trading 
in WDM increased to 464 at the end of March 1995 
from 224 securities on June 30. 1994. During 1995- 
96, the gross traded volume on the WDM segment 
of the NSE amounted to Rs.11,868 crore as against 
Rs.6.781 crore in the previous 9 months of 1994- 
95. The average daily volume in WDM which was 
around Rs.75 crore in April 1995. however, 
declined to Rs.41 crore in March 1996. In the 
WDM segnient. NSE provided facilities to eligible 
banks to transact repo trades in selected securities. 
effective June 24, 1995. During June 1995- March 
1996. the gross traded volume of repo transactions 
(included in the total) amounted to Rs.744 crore. 

The capital market sesment of NSE which 
pro\,ides facility for trading of equity instruments. 
warrants, debentures, preference shares, etc.. has 
grown phenomenally since its inception in 
November 1994. 
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During 1995-96, the total turnover of capital 24 debentures were traded under the permitted 
market segment of NSE was higher at Rs.67,287 securities category as compared with 40 equities and 
crore as compared with Rs.50,064 crore of The 17 debentures in such category at end-March 1995. 
Stock Exchange, Mumbai. The number of trading Despite the improvement in the listing of securities, 
days in NSE was also higher at 248 days during the turnover of the exchange during 1995-96 
the year as against 232 days in BSE. aggregated only Rs.2 18 crore ,  indicating a 

substantial downfall of 40.2 per cent over the year. 

NSE-50 Index Trend 

During 1 995-96, the NSE Index (Base: Operations of All Financial Institutions' 
November 3, 1995 = 1000) declined marginally 
from 990.4 on March 3 1 ,  1995 to 985.3 on March 
29, 1996. The equity prices moved up during the 
first quarter of 1996-97, but the downswing started 
from July 1996. At end-September 1996, the NSE 
Index stood at 944.0 indicating a decline of 4.2 
per cent over end-March 1996. 

The market capitalisation of NSE during 1995- 
96 was Rs.4,01,458 crore at end-March 1996. Ti11 
end-April 1996, around 1226 scrips were traded on 
the Exchange. There were 1400 securities available 
for trading, out of which 450 were i n  the listed 
category and the remaining belonged to permitted 
category. 

To expedite settlement and clearance of 
transactions in NSE. the National Securities 
Clearing Corporation Limited (NSCCL) was set up 
by NSE which started operation with effect from 
June 5, 1996 by giving counter guarantee to all the 
Exchanges. A corpus fund of Rs.300 crore to meet 
any claims arising out of members' default has been 
created. 

Over the Counter Exchange of India (OTCEI) 

During the year, OTCEI members and dealers 
network was extended further, covering 42 cities in  
the country. The number of companies listed on 
OTCEI went up to 89 as of end-March 1996 from 
49 companies at end-March 1995. Additionally, 9 
initiated debentures were also traded on the 
exchange at end-March 1996. About 82 equities and 

During 1995-96, the aggregate assistance 
sanctioned and disbursed by All Financiiil 
Institutions (AFIs) (net of inter-institutional flows) 
amounted to Rs.66,291 crore and Rs.37,327 crore, 
respectively. During the year, there was deceleration 
in  the growth of financial assistance; both sanctions 
and disbursements grew by 13.5 per cent and 12.7 
per cent, respectively (in 1994-95 sanctions rose 
by 41.3 per cent and disbursements by 24.5 per 
cent) (Table VI-3 and Graph 4). The sanctions and 
disbursements by All-India Financial Institutions 
aggregated Rs.62,629 crore and Rs.35.504 crore, 
respectively, during the year recording a rise of 1 1.8 
per cent in sanctions and 13.1 per cent in 
disbursements as compared with those of 38.9 per 
cent and 22.6 per cent, respectively, in 1994-95. 

During 1995-96, sanctions and disbursements 
by the All India Development Banks (AIDBs) 
aggregated Rs.56,986 crore and Ks.30.109 crore, 
respectively, showing a growth rate of 18.6 per cent 
i n  sanctions and 17.8 per cent in disbursements. 
Financial assistance extended by the three 
specialised financial institutions comprising RCTC, 
TDICI and TFCI indicated divergent performance 
during 1995-96. While sanctions rose by 2.3 per 
cent, disbursements declined by 5.9 per cent. The 
assistance sanctioned by three Investment 
Institutions, i.e., UTI, LIC and GIC and its 
subsidiaries registered a decline of 30.7 per cent 
over the year. Disbursements by these Investment 
Institutions, also declined by 7.7 per cent. During 
the year, State-level financial institutions comprisins 

I .  All Financial Institutions cornprisc All-India Development Banks. ~,i,-.. Industl-ial Dcvelop~ncnt Bank of India (IDBI), 
Industrial Finance Corporation of India Lrcl. (IFCI). Industrial Crcdit and Investinent Corpora~ion of Indin Ltd. (ICICI), 
Small 1ndus1rit.s Development BmA of India (SIDBI), Indust~.ial Rcconsrrucrion Bank of Iridia (TRBI), SCICI Lrd. (lol-mcrly 
known as Shipping Crcdit and Investment Colnpany of India Lrd.), Specialised Financial Institutions ~.i,-.. Risk Capilal 
and Tcchnolo~y Finance Corpor:~tion Ltd. (RCTC), TDJCJ Lrtl. (I'ornicrly known ac 7i-clinologq' Dcvclop~ncnt and 
Infomiation Company of India Ltd.): Tourisni Financc Corporation of Iridia I.td. (TFCI). In\~esrnierit Institutions ~.i,-., 
Unit Trust of India (UTI), Lil'c 1nsur:incc Corporation ol' Indin (LIC). Gencr;~l Insurance Corpor.:lrion of Jndin (CIC) and 
its subsidiaries and Starc-level insr~tution>, ~'i:.. State Financ~al Col.porations (SFCs) and Stare Industrial Devclopn~en~ 
COI-pornrions (SIDCs). 
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Graph VI-4 
Operations of All-India Financial Institutions 

YEAR 

SANCTIONS DISBURSEMENTS 

18 SFCs and 28 SIDCs, registered a phenomenal 
increase of 5 1.7 per cent in sanctions and 32.3 per 
cent in disbursements. 

1. Development Banks 

(i) I~td~rstrial Development Bank of I~zdia 
(IDBI) 

During the year 1995-96, the financial 
assistance sanctioned and disbursed by IDBI 
amounted to Rs.19.469 crore and Rs.10.636 crore, 
respectively. showing an increase of 4.6 per cent 
in sanctions and 0.1 per cent in disbursements. As 
of end-March 1996. the amount outstanding totalled 
Rs.37,308 crore (Statement 87 of Vol. 11). Rupee 
loans continued to account for a major share in 
both sanctions and disbursements. The bridgelshort 
term loans (a component of rupee loans) which 
accounted for a larger share both in sanctions and 
disbursements during 1994-95 in view of buoyant 
primary market, had only a marginal share in 1995- 
96. They formed around 20.6 per cent of sanctions 
and 33.0 per cent of disbursements in 1994-95 as 
against only 0.2 per cent of sanctions and 2.1 per 

cent of disbursements in 1995-96, mainly due to 
the ban on bridge loans. 

The industry-wise distribution of IDBI's 
assistance comprised mainly core industries such 
as power and telecom which accounted for 15.2 
per cent of total sanctions during the year, followed 
by iron and steel and oil exploration and refining 
(12.2 per cent), chemicals and chemical products 
(10.9 per cent), fertilisers (9.5 per cent), and textiles 
(9.1 per cent). 

IDBI raised resources to the extent of 
RS. 10,495 crore during the year, which included 
Rs. 1,942 crore through public issue and Rs.8,553 
crore through borrowings; borrowings from the 
domestic market aggregated Rs.6,061 crore, while 
foreign currency borrowings amounted to Rs.2,492 
crore. 

(ii) I~zdustrial Finarzce Corporation of lridia 
Ltd. (IFCI) 

During 1995-96, the financial assistance 
sanctioned by IFCl aggregated Rs. 10,300 crore, 
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recording a substantial growth of 80.1 per cent over 
the year (Rs.5,719 crore).  Disbursements at 
Rs.4.563 crore also showed a sharp increase of 60.8 
per cent over those in 1994-95 (Rs.2,839 crore) 
(Statement 90 of Vol. 11.). As of end-March 1996, 
the cumulative sanctions and disbursements stood 
at Rs.33.695 crore and Rs.19,950 crore,  
respectively. 

During the year, the private sector accounted 
for a major share of the total sanctions at Rs.9,679 
crore (94.0 per cent) followed by joint sector at 
Rs.401 crore (4.0 per cent) and public sector at 
Rs.220 crore (2.0 per cent). IFCI started providing 
short to medium term finance for construction of 
Business Centres,  Commercial and Housing 
Complex. etc.. from 1995-96. 

During 1995-96, the Merchant Banking and 
Allied Services Department (MBAD) of IFCI 
handled 79  Merchant Banking assignments.  
Cuniulatively, MBAD has handled 884 assignments 
including 375 public issues, helping in mobilisation 
of fund> to the extent of Rs. 10,097 crore. 

In 1995-96. IFCI raised rupee funds amounting 
to Rs.5.8 12 crore comprising Rs. 1,686 crore 
through prlvate placement of bonds. Rs.225 crore 
from insurance, and other investment institutions 
gnd Rs.3.901 crore by way of deposits, etc. 

(iii) litdustrial Credit and lrtvestinent 
Corporatiorl of India Ltd. ( I  CI CI) 

During 1995-96, ICICI recorded a decelerated 
growth i n  the financial assistance provided for 
various corporate activities. While the sanctions at 
Rs.15.2 15 crore. recorded an increase of 4.7 per 
cent (7 I .  1 per cent in 1994-95) disbursements at 
Rs.7.120 crore registered a rise of 3.5 per cent (55.9 
per cent in 1994-95). As of end-March 1996, the 
cumulati\,e sanctions and disbursements of the 
Corporation amounted to Rs.66.169 crore and 
Rs.36.591 crore. respectively (Statement 91 of Vol. 
11). While there was a substantial decline in 
disbursements of rupee loans, there was a sharp 
rise in disbursenientx of foreign currency loans. The 
fin;lncial s e n  ices seg~nent is e~iicrgin? as one 
~~ccounring for a larger proportion of financial 
;~shisrance by ICICI. 

Of the to~a l  ag\lstance by way of project 
l'in:lnce (Rs.  12.373 crore) sanctioned h) ICICI 

during the year, private sector accounted for 
Rs. 10,4 14 crore (83.5 per cent) followed by public 
sector - Rs.895 crore (7 .2  per cent) .  
co-operative sector - Rs.625 crore (5.0 per cent) 
and joint sector Rs.540 crore (4.3 per cent). 

During 1995-96, Rs.5,824 crore were raised 
by ICICI in rupees as well as in foreign currencies 
to fund its operations through floating instruments 
including preference shares, bonds and borrowings 
from banks, institutions, foreign currency loans, etc. 

(iv) Small lizdustries Del*elopment Bank of 
Ittdia (SIDBI) 

During the year 1995-96, SIDBI's financial 
assistance in terms of sanctions aggregated Rs.6,056 
crore and that of disbursements Rs.4.796 crore, 
recording growth of 28.9 per cent and 41.7 per cent. 
respectively (Statement 1 13 of Vol.11). Cumulatively, 
as at end-March 1996, the sanctions and 
disbursements stood at Rs.22,272 crore and 
Rs. 16,864 crore, respectively. 

SIDBI raised resources during the year under 
review to the extent of Rs.1,205 crore. This is 
inclusive of (a) loans equivalent to Rs.674 crore 
from the Overseas Economic Co-operation Fund 
(OECF), Japan and Kreditanstalt- fur-Wiederaufbau 
(KtW), Germany ; (b) Rs. 150 crore raised by way 
of SLR Market Borrowings; (c) a sum of Rs.124 
crore from foreign banks representing shortfall in 
their priority sector lending targets; (d) an allocation 
of Rs.224 crore from RBI out of repayments of 
{NIC (LTO) Fund} borrowings by IDBI; and (e) 
Rs.33 crore from other sources. 

( I )  Illdustrial Recoilstructioit Baitk of India 
(IR BI) 

The sanctions of IRBI amounting to Rs.897 
crore during the year 1995-96. indicated a growth 
of 15.3 per cent (Statement 118 of Vol. 11). The 
disbursements at Rs.529 crore registered a growth 
of 32.9 per cent. Cu~nulatively, as of end-March 
1996. sanctions and disbursements aggregated 
Rs.3,52 1 crore and Rs.2,404 crore, respectively. 

In the financial assirtance provided during the 
year. term loans accounted for a ma.jor share of 
74.2 per cent in terins of sanctions and 83.4 per 
cent i n  terms of disbursements. Other types of 
assistance including leasing finance, underwiting 



FINANCIAL MARKETS VI- 15 

and guarantee accounted for the remaining portion. 
During the year, Rs. 154 crore were sanctioned and 
Rs. 120 crore disbursed by IRBI to various industrial 
units located in the notified backward areas. 

The portfolio of sanctions of IRBI indicated 
that a major proportion of the total term loan 
sanctioned amounting to Rs.636 crore (95.5 per 
cent) was accounted by private sector, while joint 

8 sector accounted for only Rs.30 crore (4.5 per cent). 

Total resources mobilised by IRBI during the 
year 1995-96, amounted to Rs.297 crore, as against 
Rs.155 crore last year. Of these, Rs.88 crore were 
raised from the market through the issue of SLR 
Bonds. Also, two tranches of unsecured bonds 
aggregating Rs.190 crore were privately placed. 
Besides Government of India sanctioned a loan of 
Rs.20 crore to IRBI during the year. 

(vi) SCICI Ltd. 

During the year 1995-96, the financial 
assistance sanctioned and disbursed by SCICI Ltd. 
aggregated Rs.5,049 crore and Rs.2,465 crore, 
respectively, marking an increase of 35.7 per cent 
in sanctions and 71.0 per cent in disbursements over 
those in the previous year (Statement 119 of Vol. 
11). Cumulatively, as at end-March 1996, total 
sanctions and disbursements amounted to Rs. 12,746 
crore and Rs.6,160 crore, respectively. 

Resources raised by SCICI during the year 
aggregated Rs. 1,009 crore in the domestic market 
apart from Rs.687 crore in foreign currencies. The 
resources raised by SCICI, among others, consisted 
of floating of innovative instruments like medium- 
term notes (MTN) (privately placed) and a 5-year 
bond issue for Rs.165 crore. Further, subscriptions 
for rights issue amounted to Rs.866 crore. In 
October 1995, SCICI issued a 7-year floating rate 
note (FRN) in the Euro market to augment its 
foreign resources to the tune of US $150 million. 
In January 1996, SCICI floated promissory notes 
for mobilising around Rs.121 crore. Besides in 
March 1996, i t  raised a syndicated loan of US $ 
50 million of 7-year maturity. 

2. Specialised Financial Institutions 

The major operations of three specialised 
financial institutions s'i:., Risk Capital and 
Technology Finance Corporation Ltd. (RCTC), 

TDICI Ltd.  (TDICI)  and Tourism Finance 
Corporation of India Ltd. (TFCI), are indicated in 
Table C below. RCTC provides assistance for 
development and commercialisation of new 
technologies,  TFCI caters to  the  f inancial  
requirements of the tourism industry, allied 
activities, facilities and services, and TDICI 
operates through venture capital funds (VECAUS 
I and VECAUS I1 schemes). 

Table C : Financial Assistance by Specialised 
Institutions 

(Year : April-March) 

(Rs. crore) 

Sr. 1994-95 1995-96* 
No. Institutions 

S D S D 

1 .  RCTC 13.9 13.0 42.0 15.3 

2. TDICI 1 18.1 95.3 55.9 48.8 

3. TFCI 229.3 137.2 271.6 166.9 

Note : S - Sanctions 
D - Disbursements 
* = Provisional 

3. Investment Institutions 

During the financial year 1995-96, the 
Institution-wise operations of investment institutions 
are analysed below : 

(i)  Unit Trust of India (UTZ) 

During 1995-96, financial assistance provided 
by UTI recorded substantial decline. Aggregate 
sanctions at Rs.3,179 crore and disbursements at 
Rs.2,994 crore, declined by 49.4 per cent and 31.1 
per cent. respectively, over the year (Statement 100 
of Vol. 11). 

The investible funds of UTI as on June 30, 
1996, came down to Rs.56,620 crore from the level 
of Rs.59,619 crore as at end-June 1995 (Statement 
101 of Vol. 11). Of the total corpus of investible 
funds with UTI, the share of investments in the 
corporate sector through various instruments like 
equity and preference shares, debentures, term 
loans, special deposits, etc., moved up to 85.2 per 
cent (Rs.48.253 crore) as of end-June 1996. UTI's 



VI- 16 REPORT ON CURRENCY AND FINANCE. 1995-96 

in\,estments in Government securities amounted to 
Rs.6.262 crore. accounting for 1 I . I  per cent in  total 
as compared with 16.4 per cent in the preceding 
year. 

The sale of units of UTI under all schemes 
aggreg:lted Rs.6.373 crore during 1995-96 (July- 
June) indicating a steep decline of 50.5 per cent 
over the year. The repurchases of units at Rs.7,643 
crcre during 1 995-96 !July-June) were marginally 
higher by 3.5 per cent than those in the preceding 
year (Statement 103 of Vol. 11). Besides, total 
repurchahe$ exceeded the total sctlz of uniis by 
Rs.1.270 crore during the year ullder re\.ie:v as 
againht net hales of Rs.5.487 crore in the prezlious 
!ear. 

(ii) Life 11z.surarzce Corporatiorl qf lrzdia (LIC) 

The l'inancial ahsistance sanctioned by LIC 
during the )ear 1995-96 t h r o u ~ h  tzrm lo:iiis and 
under\\ritinz of shares and debentures of corporate 
st.ctc)~- :~mounred to Rs.2 .112 crore whili: 
disbut-w~nents aggregated Rs.2.3XO crore, regisrcring 
:! sipnificanr srou'th of 45.6 per cent in sanctions and 
10s. I per cent in disbursement.;. Cumulatively. the 
s;uncrion\ and d~sbursements as of cnd-March 1996 
stood a t  Rs .  1 1.299 crore and Rs.X.956 crore, 
respecti\ el), (Statement 106 of L'ol. 11). 

Thc. iniebtments of LIC during 1995-96 ar 
R4.1 1.577 crore recorded a rise of 24.2 per cent as 
compared with an increase of 18.9 per cent during 
the preceding year (Statement 107 of Vol. 11). 
In:.esttnenth in securities accounted for 84.7 per cent 
of total investments during the year under review. 

(iii) Gerteral Insuraizce Corporatiorr of lrzdia 
(GZC) 

The General Insurance Corporation of lndia 
pro\,ides financial assistance to industrial units 
through term-loans, underwriting and direct 
subscription. etc. The financial assistance sanctioned 
and disbursed by GIC and its subsidiaries', during 
the year 1995-96. amounted to Rs.835 crore and 
Rs.588 crore. respectively (Statement 105 of Vol.11). 
While the sanctions rose by 21.2 per cent (Rs.689 

I .  National Insurance Company Ltd., The New India 
Assurance Company Ltd. ,  The Oriental Insurance 
Company Ltd. and The United India Insurance Company 
Ltd. 

crore i n  1994-95), the disbursements went up 
substantially by 55.0 per cent (Rs.379 crore in 
1994-95). 

The available data on secror-wise assistance 
indicated that most of the projects finawed by GIC 
during the year were in  the private sector. 

4. State Level Pnstitutions 

(i) State Financial Corporations (SFCs) 

During the year 1995-96. thc total assistant: 
sanctioned and disbursed by the 18 State Finilrtci~i 
Corporations arr~ounted to Rs.3.991 crore a n d  
Rs.2,572 Lrore, respecti \'el'. recording an increase 
of 44.6 per cent i t ]  s,lnctions and 28.3 per ce1;t i:: 

disburse men:^ over those in the previous year. 

(ii) Stnte Iizdustrial Developmetzt Corporatio~zs 
(SIDCs) 

The rotdl f inan~~, i l  awsrance \dllctloned dn t l  

d~cbursed hy the 28 State Indu<trlal De~e loprnen~  
Corpordt~on\ during the j e3r 1995-96 dggregatrd 
Rs.2.488 clore and Rs. ! .383 crore. re~.pt.c~l\ t!! . 
~nd~cntlng ;In Incrca4e of 64 6 per cepr In .:l~ictic,~:k 
and 40.5 per cent in d~sbursemenr\ o \ ~ ' I  thc ; t'< t ,  

(Stdement 108 of' Vol. 11). 

5. Credit Rating Agencies 

( i )  The Credit Ratirzg Irzformation Sersices qf 
I~tdia Ltd. (CRZSIL) 

Durins 1995-96. CRISIL pzrfcrmed a recnrd 
rating of 427 debt instruments equi\/alent t(i 

Rs.43.086 crore (Statement 109 of Vol. 11). 
Cumulatively, as at end-March 1996 CRISIL has 
rated 1736 debt instruments covering a debt volume 
of Rs. 1,14,873 crore. CRISIL has rated the first 
Municipal Bond of Ahmedabad Municipal  
Corporation. It introduced CRISIL-500 Equity Index 
during the year. 

(ii) ICRA Ltd. [Formerly known as Znvestrnent 
Information and Credit Rating Agency of 
India Ltd.] 

During the year under review, ICRA registered 
a phenomenal increase in the rating business. ICRA 
completed rating of 293 debt instruments of 
manufacturing companies, finance companies and 
financial institutions equivalent to Rs.75,742 crore 
as against 212 instruments for a volume of Rs.5,343 
crore in 1994-95 (Statement 110 of Vol. 11). While 
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the number of instruments under fixed deposits 
went up to 192 from 87 in 1994-95, the amount 
involved at Rs.50,507 crore was about 93 times 
more than in the preceding year (Rs.540 crore). 
Cumulatively, as at end-March 1996. ICRA had 
rated 778 debt instrumenrs aggregating Rs.93,380 
crore. ICRA launched a new service viz., Earning 
Prospects and Risk Analysis (EPRA) in April 1995 
exciusiveiy dedicated to new equity issues. 

(iii) Credit Analysis & Research Ltd. (CARE) 

During 1995-96, CARE rated a variety of debt 
i!istrti~nents numbering 2 17 valued at Rx. 13,909 
c:.ore (Statement 95 of kl. Ii). I t  aiso conlpleted 
! S  assignments of Credit P-nalysis Ratings, 
aggregating 235. Curnulatibeiy. as on March 3 i ,  
! 996, the number of assignments completed slood 
ar 484. of which 445 relatcd to debt inbtruments 
for a total debt volume of Rs.23,638 crore. 

6. Other Institutions 

:i) Export-I~npori Ba~lk  of India (Exirn Bank) 

Exlm Bank sanctin:;ed Rs.2,466 crore (15.1 
p,r Len: d ~ c l i n e  over I 394-95) and di\bursed 
R\ 2,130 crore (increase of 16.9 per cent clver 1994- 
95; under variouk lend~ng project? dunng the year 
6~;tenlen: 96 of V G ~  IT) At end-March 1996, the 
, u m u ! a ! ~ ~ e  ou!srdndrng\ of the E.\lm Bank 
;i;pregated Rg.2,88& crore. dn  Increase of 1 I.? per 
cent o\ er [he year 

Reg~oi?-tvi\t ~ n a l y \ ~ \  of the optrat:on\ of 
E. , , n  B?nk shoibecl that West Asia accounted for 
r:,e larger1 shale of ~ : ~ ! i ~ t i o t i \  and disbur\ements at 
%.99 crow (32.2. per cent) and Rs.54 crore (30.5 
ncr ccn!;. respec:i\ef v, during 1995-96 (Starcmcnt 
bk  of VQ!. IT). 

Industry-wise distribution of the assistance by 
E<xim Bank during the year indicated that chemicals, 
drugs and pharmaceuticals accounted for the largest 
share of sanctions at Rs.257 crore (21.6 per cent) 
followed by textiles and garments at Rs.240 CrGi'e 
(20.2 per cent) and other capital and engineering 
goods at Rs.142 crore (1 I .9 per cent) (Statement 
93 of Vol. 11). 

Exim Bank's resources as on March 3 1, 1936 
aggregated Rs.3,969 crore, inclusive of paid-up 
capital of Rs.500 crore and reserves of Rs.400 

crore. Exirn Bank raised Rs.173 crore through 
private placement of bonds for the first time in the 
Indian capital market besides mobilising funds by 
way of rupee fixed deposits, certificates of Degosits. 
etc. 

(iij Stock Holding Corporation of India Ltd. 
(S  HCZL) 

The Stock Holding Corporation of India Ltd. 
(SHCII,) promoted by seven All-India financial 
ins~itutions, vi:., IDRI, ICICI, IFCI, IRBI. UTI. LIC 
and GIC and its subsidiaries was incorporated in 
1986 with the objectives of providing services 
which inciude market operations, corporate actions. 
safe-keeping, custody management, registration, 
transfer and reporting, etc.  The Corporation 
processed business valued at Rs.8,257 crore during 
the year as compared with Rs. 14,274 crore in 1994- 
95. indicating a decline of business by 42.2 per 
cenr over the year. 

(iii) Infrastructure Leasing & Financial Services 
Ltd. (IL & 8's) 
IL & FS has been providing wide range of 

financia: serviczs to corporate and Government 
rcLtor5 apart frnln implementing infrastructure 
pr312~t on commercial lines. IL Rr FS obtained 
SFBT's approval for establishing Asset Management 
C'o:npany (AMC) to >tart mutual fund activities. 

During the year, IL&FS obtained the appro\ al 
I,!' the World Bank for US $ 200 million line cf' 
cred~t with guarantee from Government of India. 
Th; World Bank has also sanctioned IDA loan oi' 
US $ 5 million to Government of India for on- 
lendirig tv coun~er-parties dealing with IL&FS on 
specific projects. Besides IL & FS obtained 
rexources from the Asian Development Bank and 
the US EXIM Bank for augmenting resources. 

Mousing Finance 

Housing Finance - Policy Measures 

The overall minimum target during 1995-96 
for housing finance by banks continued to be 1.5 
per cent of the incremental deposits of t1.c lbr. \ ii,u\ 
year. Accordingly, the overall allocation for housing 
finance for the year worked out to be Rs. 1 ,O 10.5 
crore as against Rs.723.8 crore, a year ago. With 
the objective of encouraging housing intermediary 



VI- 18 REPORT ON CURRENCY AND FINANCE, 1995-96 

agencies to sanction more individual loans not 
exceeding Rs.3 lakh and Rs.10 lakh, respectively, 
in rural / semi-urban and urban/metropolitan areas, 
banks were advised that credit provided to such 
agencies at a concessional rate of 1.5 percentage 
point below their individual prime lending rate 
would be only against such loans, and individual 
loans sanctioned by such agencies in excess of the 
above limits will not be eligible for finance by 
banks. 

( i)  Natiottal Housing Bank (NHB) 

During the year under review, NHB revised 
the interest rates on its refinance for all eligible 
primary lenders by 25 basis points (0.25 per cent) 
i n  the loan slabs up to Rs.1 lakh with effect from 
January I .  1996. Besides, NHB revised the ceiling 
on interest rates on deposits offered by Housing 
Finance Company from 14 per cent to 15 per cent 
with effect from November 1 ,  1995. NHB 
announced a "Direct Financing Scheme for Housing 
for Women" of Economically Weaker Sections and 
Lower Income Group categories, under which NHB 
will directly finance the projects of public agencies 
and local bodies. NHB formulated a refinance 
scheme for RRBs in consultation with RBI and 
NABARD to augment flow of credit for housing 
activities. NHB subscribed up to 20 per cent of 
the initial paid-up capital of Rs.6 crore and Rs.10 
crore of VI Bank Housing Finance Ltd. and All 
Bank Housing Finance Ltd. 

(ii) Housirtg and Urban Developmerzt 
Corporation Ltd. (HUDCO) 

With the main objective of financing housing 
and urban development projects,  HUDCO 
sanctioned financial assistance of Rs.1,967 crore 
during the year 1995-96 and disbursed Rs.1,242 
crore-(both- inclusive of assistance provided to 
infrastructure work). Sanctions and disbursements 
showed an increase of 11.6 per cent and 10.7 per 
cent,  respectively, over  the previous year. 
Cumulatively. till end-March 1996, HUDCO has 
financed 11,813 projects with a total project cost 
of about Rs.20,114 crore and total cumulative 
disbursements of Rs.8,583 crore. 

The source5 of finance of HUDCO include 
term loans from GIC and its subsidiaries and the 
National Housing Bank, Government loans under 
various schemes like Kreditanstalt-fur-Wiederaufbau 

(KfW), a German Line of Credit and Overseas 
Economic Co-operation Fund, a Japanese Line of 
Credit, Government guaranteed bonds, borrowings 
from banks, HUDCO bonds, public deposit 
schemes, interest bearing cash securities from 
borrowing agencies, etc. Borrowings from these 
sources during 1995-96 aggregated Rs.874 crore. 

(iii) Housing Development Finance Corporatio~t 
Ltd. (HDFC) 

b 

During the year 1995-96, the operations of 
HDFC showed approvals of Rs.2,072 crore and 
disbursements worth Rs. 1,684 crore, recording an 
increase of 38.6 per cent and 38.9 per cent, 
respectively, over those during the preceding year 
(Statement 121 of Vol. 11). Cumulatively, as at end- 
March 1996, HDFC's  approvals aggregated 
Rs.9,065 crore and disbursements stood at Rs.7,379 
crore. HDFC has signed a joint venture agreement 
with The Standard Life Assurance Company of the 
United Kingdom to establish an insurance company 
in India. 

Non-banking Financial Companies 

The  aggregate deposits of non-banking 
companies (NBCs) rose sharply by Rs 34,232 crore 
(1 8.1 per cent) during 1994-95 to Rs.2,23,388 crore. 
Of this, the deposits of 2,146 non-financial 
companies accounted for 66.2 per cent and those 
of 8.679 financial companies accounted for 31.1 
per cent. During 1994-95, the aggregate regulated 
deposits increased by Rs.7,832 crore to Rs.34,406 
crore, of which 65.8 per cent was held by financial 
companies. The regulated deposits constituted 9.2 
per cent of aggregate deposits of all scheduled 
commercial banks at the end of March 1995 as 
against 8.2 per cent as at the end of March 1994. 

Government Securities Market 

Primary Market 

According to the Reserve Bank records, 
market borrowings of the Government Sector 
through primary issues amounted to Rs.47,802 crore 
(gross) and Rs.33,525 crore (net) during the 
financial year 1995-96. The Central Government 
mobilised Rs.40.509 crore (gross) and Rs.26,790 
crore (net) as against the budget estimates of 
Rs.40,806 crore (gross) and Rs.27,087 crore (net) 
(Table VIII-I0 of Chapter VIII). The borrowings 
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of the Central Government included conversion of 
maturing 364 day Treasury bills (Rs. 1,585 crore), 
issue of zero coupon bonds (Rs.3,000 crore, face 
value), partly paid stocks (Rs.4,483 crore) and 
floating rate bonds (Rs.3.554 crore) in addition to 
fresh issues of dated stocks.The details of issues of 
Government dated securities are set out below 
(Table D). 

During the first quarter of 1995-96. the Central 
Government entered the market on five different 
occa\ions and raised an amount aggregating 
Rs.6,794 crore through fresh iscues and conversion 
of Go~ernment dated stocks. Due to tight liquidity 

conditions in the market, the devolvement on the 
Reserve Bank was to the extent of Rs.1,752.5 crore 
or 26 per cent of the amount raised during the 
quarter. This is also reflected in upward pressure 
on coupon rates e.g.. coupon rate on a 10 year stock 
issued on June 8, 1995 was raised to 14.00 per 
cent (pre-announced) from 13.75 per cent on a stock 
of similar maturity issued on May 5. 1995. Due to 
the persistence of a high level of ad hoc Treasury 
bills during the quarter July-September 1995 (the 
fortnightly average of net issue of ad llocs was 
Rs. 12,445 crore), the Government of India entered 
the market on as many as six occasions and 
mobilised Rs.13,840 crore with no devolvement on 

Table D: Issues of Central Government Dated Securities, 1995-96 

(Rs. crore) 

Date of Type of  
Issue Security 

Amount Maturity Subscrip- Cut-off yield/ 
Issued (in years) tion coupon rate 

by RBI (per cent) 

29-09- 1995 

14-10-1995 

27-1 1-1905 

05- 17- 1995 

27- 12- I995 

07-01-1996 

01 - 0 7 -  I996 

25-03-1996 

25-03- 1996 

25-03- 1006 

Total 

Government (Convers~on) 
Stock, 2000 

Govc~.nment Stock 2005 

Government Stock 2002 

Go\rernment Stock 2005 

Go\ ernnient Stock 2005 

Government Stuck 1997 

Zeso Coupon Bond 2000 

Ciovernmcnt Stock 1998 

Govel nlncnt Stock 1997 

G o v s ~  nnicnt Stock 
(Partl) P a ~ d )  2005 

Float111~ Rate Bond 1999 

Go\crn~nent S r o ~  k I947 

G u \ e ~  nment Stock 2005 

Float~ng Rate Bond 1949 

Go~crnnient  Stock 2000 

Go\w nmcnl S t o ~ h  1999 

Go\ crnnlcnt Stoil\ 1997 

Government Stock 199% 

G o ~ e l  nment Stock 2001 

Go\ el nlncnt S~och  2006 
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the Reserve Bank. Government, however, issued 
dated stocks of shorter maturities as compared with 
the preceding quarter and also pegged up coupon 
rates e.g., the coupon rate on 5-year paper was 
raised from 13.25 per cent to 13.85 per cent and 
maximum coupon rate on 2-year paper was also 
pegged up at 13.50 per cent with the issue of dated 
stock on September 1 ,  1995. The Government was 
successful in placing a 2-year paper for Rs.3,000 
crore in October 1995 without any devolvement on 
the Reserve Bank. However, the Government faced 
difficulties in placing the borrowings in markets 
right from the issue floated on ~ o v e m b e r  27, 1995 
til l  March I ,  1996. Except for one issue of floating 
rate bonds. all issues of Government dated stocks 
were fixed coupon issues with the coupon rates 
between 13.50 per cent and 14.00 per cent for 2 to 
10 years maturities. Inspite of higher rates of 
interest, the devolvement on the Reserve Bank was 
Rs.5,403 crore out of the total amount of Rs.9,500 
crore mobilised during the period November 27, 
1995 to March 1 ,  1996. Keeping in view the 
stringent liquidity conditions prevailing in the 
markets, the Central Government on March 25, 
1996 privately placed with the Reserve Bank three 
issues of dated stocks for an amount aggregating 
Rs.5300 crore in order to complete the market 
borrowing programme budgeted for fiscal 1995-96. 
Thus, at the end of the fiscal year, the total 
devolvement on the Reserve Bank in auctions of 

dated securities was to the extent of at Rs.12,655 
crore (32.8 per cent of gross market loans) as 
against Rs.157 crore (0.7 per cent) during the fiscal 
1994-95. The lower absorption of Government 
paper in the market was on account of lack of 
excess liquidity with the banking system, lower 
growth of bank deposits, higher demand for credit 
in response to buoyant economic activity and large 
stock of Government paper in excess of SLR 
stipulations in the investment portfolio of 
commercial banks. 

The  market borrowings of the  Central 
Government for the fiscal year 1996-97 are 
budgeted lower at Rs.35,294 crore (gross) and 
Rs.25.498 crore (net) than that of Rs.40,509 crore 
(gross) and Rs.26,790 crore (net) in the previous 
year (Table VIII-10 of Chapter VIII). During fiscal 
1996-97 so far (up to end-September 1996), the 
Central Government mobilised Rs.24,867 crore 
(gross) and Rs. 16,247 crore (net). During the first 
half of the financial year (April 1996 to September 
1996), the Central Government entered the market 
on eight occasions and mobilised Rs.20,911 crore 
through fresh issue of dated stocks (Rs.10,000 
crore), conversion of dated stocks into fresh stocks 
(Rs.2,9 11 crore), partly paid stocks (Rs.5,000 crore), 
and zero coupon bonds (Rs.3,000 crore). The details 
are set out in Table below (Table E). 

Table E : Issues of Central Government Dated Securities, 1996-97 (April-September) 

(Rs. crore) 

Date of Type of Security 
Issue 

Amount Maturity Subscrip- Subscription Cut-off yield1 
Issued (in years) tion by RBI by PDs coupon rate 

(per cent) 

18-04-1 996 Government (Conversion) 
Stock 1998 

25-05- 1995 Government Stock 2000 

07-06- 1995 Government Stock 1998 

24-06-1 995 Government Stock 
(Partly Paid) 2006 

13-07- 1995 Zero Coupon Bond 2000 

3 1-07- 1995 Government Stock 1997 

26-08- 1995 Government Stock 2005 

18-09-1995 Government Stock 2001 

Total 

PDs - Primary Dealers. 
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The easy liquidity conditions witnessed in 
money market since April 1996 led the Government 
to lnobilise Rs. 1 1.9 1 1 crore during April-June as 
against Rs.6.794 crore during the corresponding 
period of the previous fiscal year. The moderation 
in the yield on a 5-year stock from 13.85 to 13.75 
per cent. however,  resulted i n  32  per cent 
devolvement on the Reserve Bank on the stock 
issued on May 25. 1996. The Government could, 
however, successfully place a partly paid stock of 
10 year maturity at a lower coupon rate of 13.85 
per cent with no devolvement on RBI and Primary 
Dealers; this trend continued til l  July 1996. The 
floatation of two issues of 10 year and 6 year 
maturity in August 1996 and September 1996, 
respecti\.ely. however,  resulted in a large 
devolvement on the Reserve Bank and Primary 
Dealers. thus indicating the problem faced in 
placing longer maturity loans in the market in view 
of expectations of higher interest rates by the 
market. The Government borrowings towards the 
shorter end of maturity was a reflection of the rising 
interest rates in the market and hence, the debt 
management policy has to focus on issues of shorter 
maturity loans in order to minimise interest cost. 

According to the Reserve Bank records, the 
gross rnarket borrowings of the State Governments 
during 1995-96 were budgeted at Rs.6,275 crore 
(Rs.5,932 crore net). On May 23, 1995, 25 State 
Governments entered the market and raised 
Rs.2.955 crore. Subsequently, in the second tranche 
on November 6. 1995. the State Governments raised 
Rs.2.4 19 crore. With the third tranche of loans on 
January 22. 1996 aggregating Rs.900 crore, the 
State Governments completed their market 
borrowings programnie for the fiscal 1995-96 with 
a gross amount of Rs.6,274 crore (net Rs.5,931 
crore) a3 budgeted (Table VIII-10 of Chapter VIiI). 
During fiscal 1996-97. the first tranche of the 13.85 
per cent 10 year State Development Loans was 
opened for subscription by 25 State Governments 
on May 15, 1996 for a notified amount of Rs. 1,500 
crore. The issue was oversubscribed and State 
Govern~nents retained the subscriptions amounting 
to Rs.2,390.4 crore. The second issue of 13.85 per 
cent 10 year State Development Loans in respect 
of 16 State Governments opened for subscription 
on August 12, 1996 for a notified amount of 
Rs. 1,500 crore. This issue was also oversubscribed 
and subscriptions amounting to Rs.2,526.5 crore 
were received. 

Yield Structure in Primary Market 

Since 1992-93. there has been an upward shift 
in the yield curve in the primary market, except 
for some moderation in the financial year 1995-96. 
During the year, interest rates on normal market 
borrowings and other medium and long-term 
borrowings firmed up in the range of 13.50 - 14.00 
per cent for 2-10 year maturities with a weighted 
average of 13.75 per cent (Graph VI-5); the interest 
rate during fiscal 1994-95 moved in the range of 
1 1  .OO per cent to 12.71 per cent for 3-10 year 
maturities with a weighted average interest rate of 
11.90 per cent (Table VIII-12 of Chapter VIII). The 
term structure of interest rates on Government 
securities exhibited frequent shifts due to varying 
liquidity conditions and absence of active secondary 
market trading in Government paper. During the 
first half of 1996-97, the interest rate on market 
loans remained in a narrow band of 13.50 per cent 
to 13.85 per cent for maturities varying between 2 
to 10 years, thus reflecting a flattening of the yield 
curve in the primary market. 

The State Government market loans issued for 
10 year maturity carried fixed coupon rate of 14.00 
per cent - 150 basis points higher than that offered 
on a similar maturity in 1994-95 (Table VIII-12 of 
Chapter VIII). The coupon rate on a 10 year loan, 
however, declined to 13.85 per cent in 1996-97 so 
far (up to end-September 1996). 

(a)  91-Day Treasury Bills 

During the financial year 1995-96, the Central 
Government raised Rs.24,050 crore (gross) from the 
market as against Rs.12,450 crore in 1994-95 
(Statement 195 of Vol. 11). The stringent liquidity 
conditions in money and credit markets, however, 
forced the Reserve Bank to participate in primary 
auctions on 30 different occasions. Consequently, 
the Reserve Bank subscribed to Rs.7,789 crore 
accounting for 32.4 per cent of gross amount raised 
as against 19.3 per cent during the previous 
financial year. There was increased response from 
non-competi t ive bidders, e ~ s e n t i a l l y  State 
Governments; about 50 per cent of the amount 
notified was subscribed by non-competitive bidders 
as against only 11.4 per cent in 1994-95. The 
pressure on yield offered on 91 day Treasury bills 
continued during 1995-96. The implicit yield rose 
from 1 1.98 per cent at the beginning of the financial 
year to a peak of 12.97 per cent in mid-July 1995. 
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Graph VI-5 

Term Structure of Interest Rates on Government Dated Securities 
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There was, however, some moderation t i l l  mid- 
September 1995 when the implicit yield declined 
to 12.54 per cent. Since the beginning November 
1995, the implicit yield remained steady at a higher 
level of 12.97 per cent for the rest of 1995-96 
(Statement 195 of Vol. I1 and Graph VI-6). 

During 1996-97 (till end-September 1996), the 
amount mobilised through 91 day Treasury bills 
aggregated to Rs.13,000 crore with negligible 
devolvement on the Reserve Bank.The easy 
conditions in short-term money market made 
investment in 91 day Treasury bills attractive to 
banks and financial institutions; as a result the cut- 
off yield on this instrument which was 12.97 per 
cent at the beginning of the financial year 

crore) as against the budget estimates of Rs.12,550 
crore (gross) and Rs.4,387 crore (net) (Statement 196 
of Vol. 11). During 1996-97 (up to end-September 
1996), the gross amount raised aggregated Rs.3,956 
crore. The implicit yield rose from 12.08 per cent 
at the beginning of April 1995 to a high of 13.16 
per cent at end July 1995. Since end September 
1995, there was again upward movement in implicit 
yield. The fiscal 1996-97, however, witnessed 
softening trend in implicit yield on account of easy 
liquidity conditions; the implicit yield declined from 
13.12 per cent at the beginning of April 1996 to 
12.97 per cent in the second fortnight of June and 
remained steady at that level up to end-September 
1996 (Statement 196, Vol. I1 and Graph VI-7). 

consistently declined to 8.46 per cent in mid- August (c )  Open Market Operatiolts 
1996. Since then, however, the yield on this 
instrument has shown upward trend. The open market operations of the Reserve 

Bank remained subdued during the fiscal 1995-96 on 
account of large and frequent recourse of the Central 

(b) 364-Day Treasury Bills Government to primary market, higher demand for 
During 1995-96, the total amount niobilised commercial credit and subdued capital inflows. In 

through 364 day Treasury bills amounted to Rs. 1,375 1995-96, there were net purchases of securities to the 
crore (gross) (the net amount was minus Rs.6,288 tune of Rs.5 14 crore by the Reserve Bank as against 
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Graph VI-6 
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net sales of Rs.748 crore in 1994-95 and Rs.9337 
crore in 1993-94 (Table VI-4). With improvement in 
the liquidity conditions in the market during the first 
half of 1996-97, net sales of securities up to end- 
September 1996 amounted to Rs 1,280 crore. 

Liquidity Support to STCI and DFHI 

Liquidity support in the form of reverse rep0 
facility with the Reserve Bank in Government dated 
securities was extended to DFHI and STCI along 
with refinance facility against Treasury Bills 
especially in periods of tight liquidity situations. 
The outstanding liquidity support to DFHI and 
STCI peaked to Rs.5,554.6 crore i n  the fortnight 
ended November 10,  1995 during 1995-96 
(Statement 122 of Vol. 11). During 1995-96, the 
support on a product basis peaked to Rs.56,601 
crore for the fortnight ended November 24, 1995. 
The rep0 rates moved in the narrow range of 12.0 
- 13.0 per cent in 1994-95. During 1995-96, due 
to upward pressure on call money rates particularly 
in the month of November 1995, the rates varied 
in a higher range of 14 - 25 per cent. With the 
softening of call rates since mid-March 1996, no 
liquidity support was provided to STCI'and DFHI 
since April 9, 1996. 

Securities Trading Corporation of India Ltd. 
(S TCI) 

During 1995-96, the STCI 's  turnover in 
Government dated securities in the secondary market 
amounted to Rs. 1,70,28 1 crore up from Rs.39,63 1 
crore in 1994-95 (June 15, 1994 to March 3 I ,  1995). 
This included both outright and rep0 transactions. 
Other liquidity management measures included 
turnover in Treasury bills segment of Rs.2,674 crore 
(Rs.3 10 crore last year) and participation in the call 
money market of Rs. 1,49,900 crore (Rs.26,4 18 crore 
last year) (Table VI-5). 

Secondary Market Transactions in Government 
Securities 

During the financial year 1995-96, the 
aggregate turnover in Government securities and 
Treasury bills transacted through the Subsidiary 
General Ledger (SGL) amounted to Rs. 1,27,179 
crore, comprising outright transactions as well as 
repos in eligible securities and Treasury bills 
(Statement 197, Vol. 11); the aggregate turnover in 
Central Government securities and Treasury bills 
during the financial year 1994-95 (September 1994 

to March 1995) being of the order of Rs.50,569 
crore. The average monthly turnover in Government 
securities at Rs.10,598 crore was, thus, higher than 
that of Rs.7,224 crore recorded during 1994-95. The 
transactions in Central Government dated securities 
during 1995-96, amounted to Rs.1,10,387 crore 
accounting for 86.8 per cent of total turnover in 
the secondary market. During the year, the monthly 
turnover in Central Government securities reached 
an unprecedented peak of Rs.31,735 crore in 
November 1995 (Graph VI-8) reflecting tight 
money market condition and the turnover in 
Treasury bills peaked to Rs.2,779 crore in May 
1995 (Graph VI-9).  T h e  turnover in State 
Government securities was, however, relatively 
small. The rep0 transactions in Central Government 
dated securities which constituted only 45.6 per cent 
of the total turnover in Central Government dated 
securities in April 1995 rose to a peak of 96.6 per 
cent in November 1995, reflecting the importance 
of repos in raising the turnover in the Government 
securities and Treasury bills in the secondary 
market. By March 1996, this ratio, however, came 
down to 83.0 per cent. 

During the financial year 1996-97 (upto 
September 1996), the aggregate turnover in Central 
and State Governments securities and Treasury bills 
(outright as well as repos) amounted to Rs.46,765 
crore, of which turnover in Central Government 
securities was Rs.30,865 crore i.e. 66.0 per cent. 
The average monthly turnover in Government 
securities was lower at Rs.7,794 crore mainly on 
account of a rapid slowdown in repo transactions 
following comfortable liquidity position. 

Institutional and Policy Developments 

The efforts to develop and strengthen the 
institutional set up for a vibrant and active secondary 
market in Government securities were further 
initiated during the financial years 1995-96 and 
1996-97 (upto end September 1996). A significant 
development was the introduction of a system of 
Delivery Versus Payment (DVP) in Government 
securities on July 17,1995 at Mumbai to syncronise 
the transfer of securities with the cash payment 
thereby reducing the settlement risk in securities 
transactions and also preventing diversion of funds 
in the case of transactions through Subsidiary 
General Ledger (SGL). The DVP system was further 
extended to auction Treasury bills on February 14, 
1996. With a view to widening and deepening the 
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Government securities market, the Reserve Bank 
granted on November 13,  1995, 'in principle' 
approval to six Primary Dealers. DFHI and STCI 
started functioning in the primary Government dated 
securities market since March 1,1996 and since June 
1 ,  1996 four more primary dealers viz. SBI Gilts 
Ltd., PNB Gilts Ltd., Gilts Securities Trading 
Corporation Ltd. and ICICI Securities became 
operational. With a view to providing incentives to 
Primary Dealers to develop secondary market in 
Government Securities, the Reserve Bank decided to 
pay commission on primary purchases (including 
underwriting commitment) of Central Government 
securities made by Primary Dealers, effective July 
10.1996. 

With a view to encouraging schemes of mutual 
funds dedicated to Government securities and 
creating a wider investor base for Government 
securities, the Reserve Bank on April 20, 1996, 
announced liquidity support to mutual funds 
dedicated exclusively to investments in Government 
securities either by way of outright purchases or 
reverse repos in Central Government securities up 
to 20 per cent of outstanding investment. 

In addition to the above mentioned measures 
initiated to develop Government securities market, 
the Government also went for diversification of 
instruments viz., introduction of Floating Rate 
Bonds (FRB) indexed to yield on 364 day Treasury 
bills. The Reserve Bank reissued Securities 2 year, 
3 year, 5 year and 10 year maturities at fixed 
coupon. Furthermore, the Reserve Bank permitted 
commercial banks for retailing of Government 
securities wirh non-bank clients. 

It is, however, vital that for emergence of a 
market with adequate depth and liquidity, players 
with different perceptions and liquidity requirements 
should emerge; this is also essential in order to 
avoid unidirectional movements in the market. It 
is towards this objective that further steps are 
needed to develop the Government securities 
market. A well developed Government securities 
market would, in turn, enable other segments of 
debt market to develop. 

Foreign Exchange Market 

The  foreign exchange market in India 
experienced considerable turbulence during the 
second half of 1995-96. The unidirectional fall of 

the rupee in the face of persistent mismatches in 
the demand and supply conditions in the foreign 
exchange market was exacerbated by speculative 
factors, affecting all segments of the market. Intense 
bouts of downward pressures on the exchange rate 
in October 1995, January and February 1996 were 
amplified by the thinness of the market and perverse 
expectations, as importers rushed for cover and 
exporters stalled the repatriation of export proceeds. 
Forward premia rose steeply and deviated 
considerably from the levels warranted by inflation 
differentials. 

The Reserve Bank intervened both in the spot 
and forward segments of the market in October 
1995 to dampen the volatility in the exchange rate 
of the rupee and to prevent misalignment in relation 
to the fundamentals.  T h e  Reserve Bank's 
intervention was supported by a series of 
institutional measures undertaken during 1995-96 
to widen and deepen the foreign exchange market 
and to remove market imperfections. Debt service 
payments on Government of India account were 
increasingly routed through the market since July 
1995 in an effort to augment the volume of market 
transactions.  The Reserve Bank of India 
discontinued quoting its buying and selling rates 
with effect from October 4, 1995 with a view to 
minimising its influence on the process of rate 
formation in the market. In keeping with the 
recommendations of the Expert Group on Foreign 
Exchange Markets, the ceiling of Rs.15 crores on 
net overnight open position of Authorised Dealers 
(ADS ) was removed effective January 1996 and 
ADS were allowed to frame their own limits based 
on the capital base, volume of transactions, dealing 
expertise and infrastructure available with them 
subject to their meeting the 5 per cent capital 
adequacy requirements for credit risks. The PSCFC 
scheme, which enabled the exporters to earn a 
positive rate of return over the cost of funds, was 
terminated in February 1996. Cancellation of 
forward contracts for amounts of US $ 100,000 and 
above were required ro be reported to the Reserve 
Bank on a weekly basis. In retrospect, the Reserve 
Bank cast  a decisive influence on market 
developments during 1995-96. 

In  continuance of the efforts to strengthen the 
foreign exchange market, the Reserve Bank 
undertook further measures in the first quarter of 
i996-97. In April 1996, the Aggregate Gap Limit 
(AGL) which was previously limited to US $ 100 
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million or six times the net owned funds of the ADS, 
was left to be fixed by the individual ADS depending 
upon their foreign exchange operations, risk taking 
capacity, balance sheet size and other relevant 
parameters. Banks seeking approval from the 
Reserve Bank for higher limits were required to be 
in a positicn to continuously monitor their exposures 
by marking to market the maturity mismatches. This 
measure is expected to enhance the liquidity position 
in the swap market and ensure better management 
of foreign currency assets and liabilities by the 
banks. All liabilities under NRER accounts were 
exempted from CRR requirements. Earlier , in 
October 1995, liabilities under NR (NR) RD and 
FCNR (B) schemes were exempted from CRR 
requirements. ADS having requisite infrastructure 
and risk control mechanism and satisfying capital 
adequacy norms were permitted to initiate cross 
currency positions in the overseas market effective 
April 11, 1996. ADS mobilising deposits under 
FCNR(B), EEFC, FCON and RFC were permitted 
earlier to invest such funds in short term deposits 
with banks abroad rated high by international rating 
agencies. The rating stipulation was dispensed with 
from April 1996 onwards for investments by ADS 
in their own branches abroad. A Foreign Exchange 
Market Technical Advisory Committee was 
constituted to make recommendations to the Reserve 
Bank and prepare policy papers on issues specific 
to the exchange market. 

The  foreign exchange market is in an 
evolutionary phase of development. Transactions in 
the market are miniscule in comparison with 

international foreign exchange markets which 
record daily turnover of over US$ 1000 billion as 
recorded by the Bank for International Settlement 
(BIS) in April 1995. In the recent period, the 
foreign exchange market has exhibited a significant 
increase in the total turnover which has risen from 
US $ 3 billion on a daily basis in 1994-95 to US $ 
3.6 billion on a daily basis in 1995-96. Inter bank 
transactions constitute the bulk of transactions 
accounting for over 80 per cent of transactions. The 
share of merchant transactions has, however, been 
on the rise, averaging between 15 per cent to 20 
per cent during the period December 1995 and June 
1996. 

Relative Rates of Return 

Nominal rates of return in different segments 
of the domestic financial market increased between 
end-March 1995 and end-March 1996 indicating 
hardening of liquidity conditions in the financial 
market (Table VI-6). This was despite the fact that 
the annual inflation rate as measured by WPI on a 
point-to-point basis declined to 5.0 per cent by the 
end of March 1996 from 10.4 per cent in 1995, 
implying that real rates have tended to move up 
during 1995-96. However, since April 1996, the 
liquidity position in the financial markets eased 
considerably; this was particularly evident in DFHI's 
fortnightly average call money lending rates which 
eased to 1.56 per cent by the end of July 1996 and 
remained in the range of 1.56 - 10.35 per cent in  
April - September 1996 as compared with the range 
of 9.25 - 14.97 per cent in the comparable period 
of the previous year. 
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Accounts (Banks) [FCNRIB I ]  Schelne 
oLer 111s level ourrtandlnr 31; l)n 
No\ernber 21. I995 war exempted 
tl-nr11 CRR w ~ t h  eft'e~.t frorn the 
fo11n1:ht heg~nnln? November 2.5. 
1995 .A\ernpe CRR on the cut- 
standing I ~ n b ~ l ~ r i e \  az on No\ci~iher  
24.  10'95 \rna ~educr:d to 7 5 pel 
cent \ \ i ~ h  eftl.cr from I)ece~nhfr 
0, IQYi I1'1111 cttei't fro111 Janl13ry 
6. 1906 all l~ah~ l l t l e s  1111clt.r 
FCNRIB) SchClnc \\'<re exe~nllled 
Irom CUR 

h )  Deposit Rat r  

I )  E f t e c ~ ~ \ e  Oclobrr 1. 1995 h.111k- 
ucre  nllo\+ed 13 f ~ \  IIie~r ( inn 
lntel.r:st rare or1 advar~ics  o w r  
K h  2 I ~ h h  aroln\t tt-rni d e p u s ~ ~ i  

I I  I E f k c [ ~ \ c  October ; l 199s llirelcst 

lrttc,r~->t raw 011 c \ p o ~ ~  ~rcd11 1101 

u ~ l i e ~ \ r  15e spcc~ficd to1 I'SCFC. 
\ \ l l ~ i l l  \\.I\ 9 F l i~ , r  ie11t per anlluln. 
was t1ced. 

I I I J  Ellecti\c Jclnuary 16. 1996. LI 

ratr: ot intele<t of 9 5 per ccnl 
per arinulll was prescr~hed on PSCFC 
tor .I total period of lrpto 90 clays 
a,; agdnst  7 5 IpCr cent per alilluln 
e a r l ~ c ~  On c red~ t  o \ e r  00 day< and 
011  poll i.rrd~t not ~ t l l e r w l ~ e  
s p e c ~ l ~ e d  for PSCFC. hanks v.ere free 
to f ~ x  ~ h r ~ r  o\<n Interest mtcs 

I \  I E l l e c r ~ \ c  Februdr) 8 1996 thc 
Intere~t rate cln Port-Sh~pment 
Expon Rupee C r e d ~ ~  lor over 9 0  
day\ and upto 180 da!\ was 
derrpulclred 

I )  EEfecll~e Apr~ l  18. 1995 thc 
nlclxlmum tern1 depo511 rate \\as 
Incleared to not exceeding 12 per 
cent I ~ L I I ~  'not excced~ng I I 0 per 
cent per clnnum e a r l ~ r r  

1 1 )  E f t e ~ t ~ \ e  October 1. 1995 
bankc ue re  glven freedom to T I \  
t h e ~ r  o\bn Interest rate5 on 
dolnestlc term depos~tb wllh a 
rnaturit) of over t u o  )ears 

ill) Etfecl~ve Oclober 1, 1995 the 
maximum term deposit rate for NRE 

I )  E l f ~ c t i \ e  Jul! 3. 1996. 11 h . ~ \  
bet11 dcz~ded to [I-ce the rat? 01 

Intel?sl on post \hlplnent 
expun credit on nled~uln and 
Icr~g tsrm  has^\ I . C  , be>ond 
180 d:l\ i 

I )  Banks were glben frcsdom to f ~ x  
t h e ~ r  own Interest rates on 
doniest~c term depos~ts  \cith a 
maturity of over one year e f f<c r~ \e  
July 2. 1996. Further, to prov~de 
some outlet for management of 
shon-term surplus funds, owlng to 
the develop~nents ill the money market 
and [he progressive rnove from the 
cash credit system to a loan 
system, the minimum period of term 
deposits was reduced from 46 days 
to 30 days. Accordingly, effect~ve 
July 2. 1996. the interest rate on 
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Issues I Year 1995-96 1996-97 (upto end-September 1996) 

3. Institutional 1 Other  
Developments 

4. Internal Debt Management 
Policies 

accounts for maturlty of 6 months 
to 3 years and above was ~ncreased 
from 8 per cenr to 10 per cent and 
further to I2  per cenr effective 
October 3 I .  1995. 

1 )  Pnbdte sector mutual funds. appro~ed 
by SEBI, were allowed to operate only 
as lenders In the call/not~ce money/b~ll 
red~scount~ng market. as announced In 
Apr~l 17, 1995 

11) Effect~ve Sepremher DO, 1995 
the mlnlnlum per~od for Repos In 
Treasury B~l l s  and Government 
dated secuntles was st~pulated to 
be 3 days 

i i ~ )  The private sector was allowed to 
set up Money Market Mutual Funds 
(MMMFs) In November 1995. The s u e  
of MMMFs and limits on investments 
by MMhlFs were deregulated 

1 , )  Effective January 1 .  1996. 
banks were free to decide their 
own foreign exchange overnight 
open posit~on l i ~ n ~ ~ s  subject 
ro the approval by the Reserve 
Bank as against the earl~er uni- 
form l im~t  of Ks 15 crore for 
each bank. 

i )  Net issue of ad hoc Treasury 
B~l l s  was decided not to exceed 
Rs 5,000 crore at the end of the 
financial year 1995-96 and not to 
exceed Rs 9,000 crore for more than 
ten continuous working dajs  at 
any ri111c during the year 1995-96 

11) An auctlon hystern for conterslon 
of Treasury R~l l s  Into dared 
Government of l n d ~ a  secuntles 
\\.IS Introduced In Apr~l 1995 

111) For the f~rsr time. Government 
of Ind~d cunvened a marurlng 
two-year dared Govern~nent securlty 
Inlo anolhcr dated zecurlly of the 
same maturity 011 July 14. 1995. 

11 ) A sysleln of Dellvery Lersus Pay- 
ment (DvP) In Government securltles 
Mas ~ntroduced in Mu~nhai fro111 July 
17. 1905 to synchronise the 
transfer of secur~ties with the 

domesric tern1 depos~ts ol 30 days 
and up to one year was prescribed at 
'not exceeding I I .O per cent per annum 

11) With a vlew to br~nging about an 
al~gnrnent of the maturity structure of 
N R E  term deposits with that on 
domestic term depos~ts,~nreresr rate on 
NRE term depos~rs of over two years 
was treed. effective Apr~l 4. 1996. 

i )  Effect~ve July 6. 1996. the refinance 
tacility agalnst the collateral of 
Treasury B~l l s  and Government dated 
and other approved securities was 
term~nated. W ~ t h  th~s .  refinance 
facility remains only In respect of 
export crcd~t extended by banks 

ii) The scheme of hloney Market Mutual 
Funds (MMMFs) was made attractive to 
Investors. by reducing the min~mum 
lock-in per~od from 46 days to 30 
days, effective July 3, 1996. 

iii) The scheme of hlMMFs was made more 
flexible by bringing it on par with 
a11 other mutual funds by allowing 
investment by corporatcs and others. 

I )  I t  was dec~ded to conrlnue w ~ t h  the 
prevlous year's l~rnlts on ad hoc 
Treasury Bills for fiscal 1996-97 
I e , the net ~ s s u e  not to exceed 
Rs 5.000 crore at the end of the 
t~l lanc~al  )ear 1996-97 and not to exceed 
Rs 9,000 Lrore tor more than 
ten consecutl\e work~ng days at 
any tlme dur~ng the year 1996-97 

1 1 )  W ~ t h  a vlew to encouraging schemes 
ot mutual funds ded~cated lo 
Government secur~ties and crentlllg 
a wider In\,estor base for Government 
securir~es, the Reserve Bank 
announced in Apr~l  1996 a provision 
fol- l ~ q u ~ d ~ t y  suppon to mutual funds 
ded~cared exc lu~~ve ly  to lnvesternents in 
Government securltles either by way of 
outright purchases or reverse rrpos 
In Cenrrcrl Goiernment securitie\ up :o 
20 per cent of outstand~ng inve\trnent. 

i i i )  In add~rion to DFHI and STCI, four more 
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Issues I Year 

11 In-House Issues 

a)  Capital Adequacy Kornis 

h\ Capital Restructuring 

C )  lllcolne Recognition and 
Provisic~ning 

cash payment thereby reduclng the 
settlement risk In securities 
transaction and also preventing 
d~version of funds In the case of 
transactions through Subs~d~ary  
Gene131 Ledger (SGL). 

\ ) Nev. Instrument of Floating Rate 
Bonds was ~ntroduced on September 
20, 1995. 

\ I )  Wlth efrect from February 7-9. 1996 
DFHl and STCl have sta~ted funct~onlng 
as Pr~lnary Dealer In government 
securltles market out of the S I X  ' ~ n  
prlnc~ple' approvals granted In 
Noven~bzr 1995 

i )  The Go\,ern~nent released 3 sum ol 
Rs.850 crore rowxds recap~talisarion 
of nat~onallsrd banks during 1995-96 

1 1 )  Bankc were requ~red to lnalntaln 
Tler I cap~lal funds of 5 per cent 
ot the forelgn exchange open posl- 
tion I I I ~ I I  hes~des the cxlstlng 
capl~al adequacy requ~relneots 

1 1 1 )  The Governn~ent of India provided 
Rs 1.506.21 crore during 1995-96 
towards writin2  OH n 01' the 
capital base of two banks tor 
adjubtlnenr of thelr losscs. A 
funher provision of Rh 1.532 irore 
wag inade In the Unlon Budget 
(Interlln) of 1996-97 for similar 
wlltllle down of Inbestments ~n 
rhrec hanks. 

Primary Dealers, LIZ . .  SBI Gilts Ltd.. PNB 
Gilts Ltd.. Gilt Securities Tradlng 
Corporation Ltd., and lClCl Securities and 
Finance Ltd, became operational. 

I V )  AS a part of measures to develop 
secondary rnarket in Government 
securities and making the market deep 
and broad based, the Reserve Bank 
Issued guidel~nes to banks on June 8. 1996 
for retailln_r of Governlnent secuntles 
with non-bank clients. 

v) With a view to providing Incentives 
to Pr~lnary Dealers ro develop the 
secondary market in Go\,ernment 
securities, the Reserve Bank decided 
to pay cornniission on their primary 
purchases (lncludlng the underwrit~ng 
co~nmirment) of Central Government 
secunties. effective July 10. 1996 

vi) W~th  a view to enabling the State 
Governlnents to rneet temporary m~smarches 
between receipts and expenditure, 
el'fect~ve August 1. 1996. the level of 
Ways and Means Advances provided by the 
Reserve Bank to each State Government 
was doubled; the aggregate limits of 
the State Governments were increased from 
Rs.l.542.8 crore to Rs.3,085.6 crore. 

I )  A provision of Rs 909 crore was made in 
the Un~on Budget for recapltalisation of 
public sector banks In 1996-97. 

1 )  Thc ~.arlo of 'pe~.rnanenr' and 1 1  Thc ratlo for ~nvestments in the 
'current' ~n\estments ~n approved permanent category for scheduled 
secu l~ t~zs  ~ a \  prescr~bed to be con~~nercial banks bag reduced from 'not 
60:JO ior  lie year end~ng March exceeding 60 per cent' in 1995-96 to 
1996 as a2a111st 70:30 enrllel. 'not exceeding 50 per cent' In 1996-97. 

I I I  Banks were advised on Apr~l 3. 
1995 that Inlerest accrued and 
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d )  Recovery of Bank Loans 

C) Lending Norms 

cred~tsd ro income account dunng the 
year ended March 1994 In respect 
of accounts ~dentified as NPA 
for the f~rst  time during the 
year ended March 3 1. 1995 should 
be reversed or provided for as 
on that date 

111) Banks were adcrsed In Apr~l 1995 that 
pro\ lslon need nor he made for a per~od 
of one >ear froni the date of d ~ s -  
bursement In respect of add~t~onal  
f a c ~ l ~ t ~ e ~  sanct~oned under the 
rehab~lltat~on package appro\ed 
by BIFRIterm lend~ng instrtutlons 

iv) Banks were advised that from 1995- 
96 onwards. for arriving at the 
prorlslon required to he made In 
respect of doubtful assets, the 
realisable value of the securities 
should be deducted from the 
outstanding balance in respect of 
ad\,ances guaranteed by ECGCIDICGC 

I )  Banks were required to have loan 
recovery policy delineating, 
rrirel--crl/n, norms for urite-off. 

~ i )  The Supreme Court staled the 
operation of the Delhi High Cobit 
judgement in April 1995 and admit- 
ted spccial leave petir~on f~led 
on behalf of the Governnlent. 

I )  A 'Loan System' for Delivery of 
Bank Cred~t  for work~ng capital 
purpose was introduced effective 
Apnl 17. 1995 to bring about 
greater discipline in credit 
utilisat~on and better control 
over cred~t flow. The cash cred~t 
component was fixed at 75 psr cell[ 
of the Maximum Perm~ssible Bank 
Finance (MPBF), while loan 
component was fixed at 25 per cent 

i i )  Banks were advised to reduce 
the cash credit componenr from 75 
per cent to 60 per cent of the MPBF 
and to Increase the loan component 
from 25 per cent to 40 per cent 
effective October 5 .  1995. 

I ~ I )  Effective April 17. 1995 bridge 
loan by banks/financial Instltut- 
ions to all companies uas banned. 
In  October 1995, subject to 
the compliance of cenain conditio. 
ns, banks were allowed to sanction 
bridge loans againsl the commit- 
ment of financial institutions and1 
or other banks where the lending 

i) In order to further strengthen the 
discipline in the utilisation of hank 
credlt by borrowers with assessed 
MPBF of Rs.20 crore or above, the cash 
credit componenr under the 'Loan System' 
was reduced to 40 per cent of MPBF 
and the loan componenr was increased 
to 60 per cent effective April 18, 1996. 
With a view to extending the Loan System 
in respect of borrowers with assessed 
MPBF between Rs I0  crore and Rs.20 
crore, the cash cred~t  component was 
restncted to 60 per cent while the 
loan component fixed ar 40 per cent. 

i i )  Consequent on restr~cting the cash 
cred~t component to 40 per cent of the 
MPBF in the case of borrowers with 
MPBF of Rs.20 crore and above, such 
borrowers were permitted to lssue 
commercial paper to the entire extent 
of cash cred~t  component. as against 75 
per cent earlier. In the case of 
borrowers with MPBF of Rs.10 crore or 
above but less than Rs.20 crore, the 
amount of issuable comnierc~al paper 
was restricted to 75 per cent of 
the cash credit component. 
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I S I U C S  I Year 1995-96 1996-97 (upto end-September 1996) 

I 2 3 

Invcstnient Norm 

lnslitut~on was faced ~ i t h  
telnpomry l~qu~di ty  constraint 

I V )  Bank credit limit to loan and 
in\,est~lient companies and residuary 
non-bank~ng colnpanIe5 was reduced 
to the NOF troni twlce the NOF of 
the colnpany effective Apr~l 2 I .  
1995. Fur corliapanles having 
1101 less than 75 per cent of 
their assets In equipment leasing 
and h ~ r e  purchase and 75 per cenr 
of the~r  grohs Income from thebe 
two types of acr~vities as per 
the11 last aud~ted balance sheets. 
the I ~ r n ~ r  was brought down to 
thrice the NOF: for other equipment 

leasinglh~re purchase companies the 
I~mil was prescribed to twice the 
NOF 

V) Effect~ve Apl.11 21. 1995 the 
exlent of Cornmerclal Paper \\ns leh- 
tr~cted lo 75 pel- cenr of the cash 
cred~t component of the work~ng 
cap~t .~ l  li~nit Instead of 75 per 
cent of the working cap~tal (fund 
based) 11niir as h~theno 

v ~ )  EtTect~ve July 25, 1995, banks 
were adv~sed to scrupulously 
follow the guidelines In the 
Accounting Stmdard (AS7) 
prescrihedlissued by the Insr~tute 
of Chanered Accountants of India 
(ICAI) for the construction 
companies. 

(vii) Effective December 22. 1995, banks 
were allowed lo sanction term 
finance upto Rs. 1,000 crore for 
each pouer generation project, 
subject to certain terms and 
cond~tions. 

I I ~ )  The mandator) requirement of levy of 
com~nitment charge 011 thc unut~l~scd 
ponlon of the working capital credit 
limits of Rs I crore and above was 
~ ~ t h d r a w n  effective July 1 .  1996, and 
banks were adv~sed to evolve their own 
gu~delines for ensuring cred~t  
d ~ s c ~ p l ~ n e  and levy of cornrii~tmerir 
charge. 

iv) The mandatory requitelllent of levy of 
add~tional Interest of two percentage polnts 
above the relevant cash credit 
Interest rate on [he portlon of the 
book-debt finance in excess of 7 5  
per cent of the 111iiits sancr~oned to 
borrowers with fund-based credit 
l~rnirs of Rs.5 crore and above was 
withdrawn effective July I .  1996. 

I )  Banks uere advised in April 1995 to I )  Effective June 13. 1996, banks 
deslst fro111 acqu~ring sharesldebenrures were permitted to enter into 
etc in the secondary mal-let. agreements wlth mutual funds for 

market~ng the ~nutual fund units 
subject to certain terms and 
cond~rtons. 

I )  The recommendat~ons ot the Saraf 
Co~iim~ttee Mere at Larlous stages 
of ~mplemelitat~on 

i ~ )  The Comni~tter (Chairperson: Ms K S 
Shere) set up by the Reserve Bank 
lo study all aspects of Electl-onic 
Funds Transfer (EFT) for insritut- 
111g nn EFT system In Indla, sub1n11- 
ted 11s repolt In Jonuu~y 1996 
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Itsues I Year 1995-96 1996-97 (upto end-September 1996) 

111. Othcr  Issues 

a) Supervision System 

h) Bank Branch License 

C J  P r i \ a t c  Sector Banks 

1 1 1 )  Under the World Bank's F~nancldl 
Sect01 Development Prolect. 
the partlclpatlng hanks would ob- 
raln a modern15at1on and Instltu- 
t~onal  development loan of US S 150 
rnrl for extend~ng Inter alla 
dutomatlon and computcrlsatlon 
of banhng operatluns 

I )  Etfective Apr~ l  1995.the BFS 
started supervising the all- 
India financial Insfltutlons 
and non-banking financial 
companies from July 1995 

1 1 )  An a u d ~ t  hub-committee, cornpr~sing 
the Vice Ch~urlnan and two members 
ot the BFS u a s  examlnlng the 
system of aud~t ing of hanks. 
f ~ n n n c ~ a l  institur~ons and 
non-bank~ng financial colnpanres. 

1 1 1 )  The Expel-( group headed by 
Shri S.Padmanabhan, consriruted to 
re\lew the on-site super \~~sion 
func t~or~ .  sub~ri~t ted 11s report in 
November 1995. 

I )  In l ~ n e  with the Bhandar~ Comn~~i t ee ' s  
recommendation. the branch 
I ice~is~ng policy for RRBs was 
modified. (a) 70 RRBs. freed froni 
the Service Area obligat~ons. were 
glven freedom to relocate their 
loss makrng branches preferably 
w ~ t h ~ n  the same block or convert 
them lnro satell~[elmob~le offices 
Two loss making branches of the 
same RRB within five kms were 
permitted to mergc. (b) RRBs w ~ r h  
Se rv~ce  Area obligat~ons were free to 
relocate loss-niak~ng branches at 
'specified centres' wirh~n their 
Service Area Their loss lnaling 
branches could be converted into 
satellitel~nobile offices. prov~ded 
5uc.h conversion would not ~mpa i r  
the performance of SAA ob l~ga r~ons .  
Two branches of the same RRB u ~ t h ~ n  
five knis In 3 geograph~cally contl- 
guous Se rv~ce  Area could be merged. 
New branches at ' s p e c ~ f ~ e d  centres' 
be re  allowed to be opened w ~ t h ~ n  
[heir area of operation. 

11) Banks ue re  asked to art up 100 
spec~a l~sed  branches In 85 ~den t l -  
fled d~s tnc t s  to meet the require- 
ments of Slnall Scale lndustnes 

I )  Wlth foul- more private banks i )  As proposed in the Union Budget for 
1.1: .  T ~ r ~ i e s  Bank Ltd.. Bank of 1996-97. guidel~ncs  were Issued In 
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Issues 1 Year 1995-96 1996-97 (upto end-September 1996) 

Punjab Ltd., Development Credit 
Bank Ltd.. and IDBl Bank Ltd , 
ten private sector banks became 
operational out of 12 'In 
principle' approvals. 

August 24, 1996 for setting up of 
new prlvate local area banks with 
junsdict~on over two or three 
contiguous districts. A minimum 
pad-up capital of Rs.5 crore was 
st~pulated for such banks. 

d )  Priority Sector Lending 

c)  Customer Services 

f )  Frauds and hlalpractices 
in Banhs 

I )  Banks were required to contribute I )  As per the Union Budget 1996-97 proposal, 
to the Rural lnfrastructural Deve- an additional amount of Rs.2.500 crore 
lop~nent Fund, newly set up within would be made available for financing 
NABARD, an amount equavilent to rural infrastructure through the 
shortfall in the priority target RlDF during 1996-97. 
for agricultural lending. subject 
to a maximum of 1.5 per cent of 
the bank's net credit. Such contri- 
but~ons, expected to provide Rs. 
2,000 crore during 1995-96, would 
also be treated as prlorlty sector 
lend~ng. 

i i )  Banks, falling short of the prionty 
sector target, were required to 
provlde Rs. 1,000 crore on a con- 
sortluln basis to the Khadi and Vill- 
age Industries Commission on top 
of lending to the Handloom 
co-operatives which would be reckoned 
as priority sector lending. 

111) Entire amounts of refinance granted 
by sponsor banks to the RRBs would 
be reckoned as priority sector 
lend~ng. 

i) For expedit~ous and inexpensive 
resolution of customer compla~nts 
agalnst deficiency in banking ser- 
vices, the Banking Ombudsman Scheme. 
1995 was ~ntroduced in June 1995. 
So far 8 ombudsmen were appo~nted. 
one each 31 New Delhi, Mumba~,  
Bhopal, Bangalore, Chandigarh, 
Hyderabad, Patna and Ja~pur. 

ii) a) For local and outstation 
cheques upto Rs. 5000, banks were 
required to provide immediate 
credit b) For local cheques. 
customers were allowed to use the 
cred~ted funds latest by the thud 
working day from the date of accep- 
tance of the cheque c)  Banks were 
advised to constitute a committee 
unde~. a General Manager to identify 
the areas and factors for delays 
in collection of outstation 

I ~ S ~ I - u m e n t s  

i) Stand alone ATMs at places 
other than branches and exten- 
sion counters were allowed to 
provide functional facilities 
such as : i )  Pin changes ii) Re- 
qu~sition for cheque books iii) 
Statement of accounts iv )  Balance 
enquiry and v) Inter-account 
transfer (at same centre). 

I )  Banks \\'ere rsqu~rcd to devise a I )  Banks were a d ~ i s e d  to introduce 
system of close watch on new dcposit the practice of informing the 
accounts. and cash deposits and employer bank whenever an employee 
withdrawals for Rs.10 lakh and above. ot a bank opens an account with a 

branch other than that of h ~ s  
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Issues I Year 1995-96 1996-97 (upto end-September 1996) 

1 2 3 

posting. 

g) Exportflmport Credit 

h) Dividend Declaration by 
commercial banks 

i) Bank Restructuring 

j) RRBs 

I )  Effective October 31, 1995, out- 
standings under the import credit 
sublimit of the cash credit would 
be subject to a 15 per cent inter- 
est rate surcharge which was raised 
to 25 per cent effective February 
8, 1996. 

11) Effective February 8. 1996 the 
scheme of Post-Shipment Export 
Credit denommated in US Dollars 
(PSCFC) was terminated. 

ii) In the context of recent developments 
in the foreign exchange market and the 
overall monetary and credit situation, the 
interest rate surcharge on import finance 
was withdrawn effective July 23, 1996. 

i )  Public sector banks were made 
subject to prior approval for 
payment of interim dividend, divi- 
dend higher than 25 per cent and in 
cases of non-fulfillment of four 
st~pulated conditions: (i) compliance 
with the provisions of Sect~on 15 of 
the Banking Regulation Act. 1949. 
(ii) proposed dividend out of current 
year's profit being not more than 25 
per cent. (iii) compliance with the 
extant regulations on transfer of 
profits to statutory reserves and 
setting up of required prov~sions and 
( I V )  observance of prudential norms 
and capital adequacy requirements. 

i )  The refinance formula for export credit 
was rationalised from the fortnight 
beg~nning April 13, 1996, whereby 
scheduled commercial banks would be 
provided expon credit refinance to 
the extent of 45 per cent of the total 
outstanding expon credit eligible for 
refinance as on February 16, 1996 
plus 100 per cent ref  nance of 
the increase in such export credit over 
rhe outstanding level as on February 16, 
1996. This would Initially reduce the 
total expon credit refinance limits 
of banks by around Rs.1.200 crore. 

i) The Kashinath Seth Bank Ltd., was 
amalgamated with the State Bank of 
lndia on January 1. 1996. 

i) The Basu Committee set up by NABARD i)A provision of Rs.200 crore was made 
recommended in December 1995 for in the Union Budget 1996-97 for 
selection of 68 RRBs for comprehensive recapitalisation of RRBs in 1996-97. 
restructuring under phase 11. 

11) The Government provided a sum of 
Rs.244.57 crore during 1995-96 for 
capital restructuring of the 
selected RRBs. 

iii) An Expen Group under the chairmanship 
of Dr. N.K. Thingalaya was set up to 
examine the issues concerning the 
managerial and financial restructuring 
of RRBs taken up during 1994-95 and 
continued in 1995-96 and to monitor the 
progress in this regard. 
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Issues I Year 1995-96 1996-97* (upto end-September 1996) 

1V. Reforms in Co-operative Banking 

a )  Co-operative Banks 

iv) RRBs were adv~sed to adopt income 
recognition and asset classifica- 
tlon norms from 1995-96 and provi- 
sloning norms from 1996-97 onwards 

i )  Effective June 21, 1995 urban 
co-operative banks were free 
to fix their lendlng rates for 
all categories of loans subject 
to an MLR of 13 per cent. 

ir) Urban co-operative banks were 
allowed in April 1995 to invest 
their surplus funds in equitylbonds 
of all India Financial Institutions, 
in addition to their investment In 
PSU bonds, within the ceiling of 10 
per cent of their deposits. 

iii) For term deposits of over two 
years. urban co-operative banks 
were given freedom to fix their 
own Interest rate, effective 
October 1 .  1995. 

iv) All scheduled prlmary co-operative 
banks have been brought under the 
perview of the provisions of the 
Banking Ombudsman Scheme, 1995 

V. Reforms in Non-banking Financial Sector 

a )  Non-banking Financial i )  As at the end of December 1995, 
Companies (NBFCs) 745 NBFCs having net owned fund of 

Rs.50 lakh and above have got them- 
selves registered with the Bank. 

~ i )  Board for Financial Supervision 
with the assistance of the Bank's 
Department of Supervision started 
supervising the NBFCs effective, July 
1995. 

ili) An expert group (Chairman: Shri 
PR. Khanna ) was set up for 
recommending a framework for super- 
vision of the financial companies. 

iv) Maintenance of liquid assets 
was increased from 10 per cent 
to 15 per cent of deposit 
liab~lities for the equipment 
leasing and hire purchase finance 
companies and other NBFCs register- 
ed with the ResenJe Bank. For other 
NBFCs not regrstered with RB1,the 
requirement was raised from 5 per 
cent to 7.5 per cent of the depos~t 
liabilit~es. 

v) For better and effect~ve regulation 
of the NBFCs. cenain leglslatlve 

i )  Effective Apnl 8, 1996 only 
scheduled urban co-operative 
banks were allowed to undertake 
hire purchase and equrpment 
leasing activities. 

ii) Effective July 2, 1996. primary 
co-operative banks were free to 
fix their own Interest rates on 
domestic term deposits of over 
one year. 

iii) The prudential accounting norms 
were made applicable to state co- 
operative banksfcentral co- 
operative banks from the year 
1996-97. 

i) An Expert Group headed by Shn P.R. 
Khanna constituted in April 1995 
to frame a comprehensive supervisory 
system over the operations of NBFCs 
submitted its report. 

ii) A ceiling of 15 per cent interest 
rate on deposits was prescnbed for 
Mutual Benefit Finance Companies, 
popularly known as Nidhi companies. 
effective July 8. 1996. 

iii) The Reserve Bank took policy measures 
freelng the interest rate ceiling 
on deposits and removing the ceiling on 
the quantum of deposits for NBFCs subject 
to the condition that they fully comply , 

with the Bank's directives and guidelines. 
In respect of registered equipment leasing 
and hire purchase finance companies 
(ELIHP) complying with credit rating 
requirement and prudential norms, the 
liberalisation measures include: 
( I )  removal of ceiling on deposits, 
hitherto 10 times the NOF, (ii) reduction 
of liquid assets to deposits ratlo 
from 15 per cent to 12.5 per cent, while 
continuing with the stipulation that 
at least 10 per cent of the deposits be 
maintained in securrties of Government 

changes were being considered. and Government guaranteed bodies, and 
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Issues I Year 1995-96 1996-97* (upto end-September 1996) 

I 2 3 

( i i i )  freedom to determine Interest rates 
on depos~ts of one year and up to 
5 years. 

iv) As regards regislered loan/~nvest~nent 
companies complying with credit rating 
requlrenients and prudential norms, the 
overall ceiling on deposits, hitherto 
equal to NOF. has been increased to twice 
the NOF The stipuat~on o f  12.5 per cent 
o f  l ~ q u ~ d  assets ratio and the freedom 
to determine interest payable on deposits 
as In the case o f  ELlHP companies would 
also apply to these conipanles. 

v) For registered ELIHP as well as loan/ 
investment companies. w h ~ c h  comply with 
either. credit rating or prudential 
norms, the ceillng Interest rate 
o f  I 5  per cent on depos~rs and overall 
ceiling on depos~ts alongs~de the 
stipulation o f  15 per cent liquid assets 
ratio would continue I n  the case o f  
non-conipliancc o f  both the credit rating 
and the prudent~al norms. the overall 
ceiling on deposlts has been reduced in 
relat~on to N O F  from I 0  tlmes to 7 times 
for reg~stered ELIHP companies, and for 
registered loan and lnvestlnent colnpanies, 
from equal to NOF to I 5  and 25 per cent 
o l  NOF for depos~ts from shareholders 
and public, respectively 

b) Insurance Sector 

c )  Tern1 Lending Institutions 

I) Ac announced In the U n ~ o n  Budget 
for 1995-96. a three member hoard 
for the lnterlm Insurance Regulato- 
ry Author~ty (IRA) was const~[uteJ 
In January 1996 

I) Under the General Line o f  Credit (GLC) I) The U n ~ u n  Budget 1996-97 proposed to 
to NABARD. [he Reserve Bank sancrioned raise the share capital o f  N A B A R D  from 
in June 1995 an aggregate l i m ~ r  o f  Rs 4.951) Us 500 crorc In 1995-96 to Rs.1.000 crore 
crore which was enhanced to Rs.5.250 ~n 1996.97 n l t h  a contrihurion o i  
crore in January 1996. Rs 100 crorr from the Governrnenr and 

Rs 400 crore from the Reserve Bank. 
Thc aggregate I ~ n l i t  under GLC was 
enhanced to Rs.5.500 crore for the 
year 1996-97. 

~ i )  State level agricultural development 
f~nance lnstltutlons are proposed 
to be set up as per the Union Budget 
1996-97. w ~ t h  K A B A R D  as the chief 
promoter to proluotc Invcslmellt i n  
commercial or h ~ g h  technology agr~culture 
and allled actlvltles. 

i i ~ )  The Union Budget 1996-97 proposed the 
establlsh~nent o i  an Inrra\t~.ucture 
Development F~nance Colnpan)' (IDFC) 
with an authorised share cnp~tal 
o f  Rs.S.000 crore. 
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Table V1-1 : The Cumulative Turnover Of The Discount And Finance House of India Ltd. 
(During the years 1991-95 to 1996-97) 

1995-96 During the year Corresponding 
1996-97 Period of the Last 

(Aprll I ,  to Year (April 1. 1995 
Sept. 27, 1996) to Sept. 29, 1995) 

Call Money Funds (Including Notlce Money) 5.29.183 533,995 2,32.923 2.42.939 

Treasury Bills 

Cornlnercial Bills 

Central Goiemrnent Dated Securities 12,488 60,077 7.263 16.649 

Dally Average Lending dur~ng the year ~n 
the Call Money Market 1.43 1 

Table VI-2 : All-India Index Numbers of Ordinary Share Prices and Yield 

(Base : 1980-81 = 100) 

Year End of the Year H~ghest Lowest Annual Average Average Gross 
( Aprll-March) (week ended of U'eekly Yield (per cent 

Satulday) Index per annuln) 

I 7 3 - J 5 6 

1996-97 11-11 7 1367.3 1 1 1 1  7 1263.2 3 75  

c Apl~l-Sept) 

hi,!(, : F~gures In brackets are pel-senta_re variations o \e r  the year 
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Table VI-3 : Assistance by All Financial Institutions 
(Year : April-March) 

(Rs. crore) 
- - 

1994-95 1995-96 Percentage change in 
Institutions 1995-96 over 1994-95 

S D S D S D 

1 2 3 4 5 6 7 

A. All India @ 48,051.4 25,563.2 56,985.6 30,109.2 + 18.6 + 17.8 
Development Banks 
(1 to 6) @ @  46,161.5 24,284.0 54,169.2 + 17.3 + 15.2 27,977.6 

I .  IDBl 18,607.0 10,621.3 19,468.8 10,636.2 + 4.6 + 0.1 

B. Specialised Financial 
Institutions (7 to 9) 

7. RCTC 

8. TDlCI 

9. TFCl 

C. Investment Institutions 

(10 to 12) @ 

@ @  

10. UTI 

@ 

@ @  

11. LIC 

@ 

12. GIC 

D. Total Assistance by All-India 
Financial Institutions (A@+B+C@) 56,019.0 31,402.8 62,628.9 35,503.6 + 11.8 + 13.1 

E. State-level Institution(; (13 and 14) 4,271.5 2.989.8 6,478.8 3,955.4 + 51.7 + 32.3 

13. SFCs 2,760.2 2,005 4 3.991.2 2.572.3 + 44 6 + 28.3 

14. SIDCs 1,51 1.3 984.4 2,487.6 1,383.1 + 64.6 + 40.5 

F. Total Assistance by All Financial 
.Institutions (A@@+B+C@@+E) 58,400.6 33,113.4 66,291.3 37,327.4 + 13.5 + 12.7 

S - Sanctions. D - Disbursements. 

@ Data are adjusted for inter-institutional (all-Ind~a) flows 

@ @ Data are adjusted for inter-institutional (all-India and state-lcvel) flows. 

Nore : I .  Data for 1995-96 are provisional for all inst~tutions and estimated for SFCs/SIDCs 

2. Data have been adjustcd for inter-institutional flows. This involves adjustment in regard to loans and suhscription to shares and bonds of 
financial institutions by IDBI, IDBUSIDBl's refinance to SFCs and SIDCs and seed capital assistance, term loans given by LIC and 
special deposits of UTI to IDBI, lFCl and ICICI. 

3. SIDBl's assistance exclude short-term bills 

Source . ID61 and Respective Financial Inst~tutions. 
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Table VI-4 : Reserve Bank's Open Market Operations in Central Government Securities 

(Nominal Values in Rs. Crore) 

Year Purchases Sales Net Sales (-) I 
Net Purchases (+) 

April-September 

1995-96 

1996-97 

Note . Figures shown in brackets upto 1991-92 are inclusive of purchases I sales effected from time to time out of surplus funds of IDBI, EXlM 
Bank. NABARD and other institutions under a special buy-back arrangement. 

k 

Table VI-5 : Turnover of the Securities Trading Corporation of India 

(Rs. crore) 

Instrument 1994-95 * 1995-96 1995-96 1996-97 
(upto Sept 21) (upto Sept 2 1) 

1 2  3 4 5 

I .  Government Dated Securities 

2. Treasury Bills 

3. Borrowing in Call I Notice Money Market 18,825 

4. Lend~ng in Call I Notice Money Market 

Memorandum items : 
Daily average borrowing I lending in the call money market 

* From June 15, 1994 to March 31, 1995 
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Table VI-6 : Relative Rates of Return in Major Financial Markets 

(Per cent per annunl) 
- -  - 

Last Week I Fortn~ght o f  March Last Week 1 Fonnlght 
Item o f  Sepremher 

1992 1993 1994 1995 1996 1995 1996 

- - - - - ~  

I Call MOIICL Rale (Murnhai) 30 63 
I I)FHI A~srnpe  Lend~ne Rate) 

7 Y I-da! Treasury bills (Auctiun) - 

( c ~ I - o t i  ) 1elt11 

7 182-da!I?h-l day Trea<ury bills 9 27 
(Cur-oft y ~ e l d )  

4 C e ~ - ~ ~ f ~ c a t e \  o i  I ) e p o s ~ ~  11 50 
(h l~dd le  Rdlei 

5 C o m ~ ~ i e r c ~ a l  Paper 16 50 
OM~ddle Rare) 

h 3-ye.11 D~.po,ir Rare 12 00 

7 M ~ n ~ m u m  Lend~n f  Rarc @ 19 00 

8 Coupon Rare ot 10-Year 1 1  00 
GO1 Sect~rirles 

Cap~tal Market (Ordinary Shares) 
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6,  Data for hlarch 1995 onwards pertan to 'Prime lend~ng mle'of f i ve  major scheduled commercial banks : 
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CHAPTER VII 

COMMODITY AND BULLION PRICES* 

Commodity Prices 
During 1995-96, there was a reversal of the 

strong inflationary trend witnessed during the first 
half of the 'nineties. The rate of inflation measured 
by the wholesale price index (WPI) came down 
to 7.8 per cent, on an average basis, as against 10.9 
per cent in 1994-95. On a point-to-point basis, 
the decline was even sharper from 10.4 per cent in 
1994-95 to 5.0 per cent in 1995-96 (Table VII-I). 

Phase-wise movements in price behaviour in 
1995-96 showed a different pattern in comparison 
to the previous two years. There was a sharp 
decline in WPI from 3.9 per cent i n  the first phase 
(end-March 1995 to end-August 1995) to 0.2 per 
cent in the second (end-August 1995 to end- 
December 1995) and 0.9 per cent in the third (end- 
December 1995 to end-March 1996) phase (Graph 
VII.1). In fact, the rate of inflation declined to a 

single digit level (9.9 per cent) for the week ended 
April 15, 1995 and this trend prevailed throughout 
the remaining period of the financial year except 
for the last week of May 1995 when it touched 
10.0 per cent. Another notable feature was that the 
inflation rates throughout the year 1995-96 
remained lower than those recorded i n  the 
corresponding weeks of the previous year except 
those for the weeks ended September 23 and 
September 30, 1995. 

The strong inflationary tendencies during the 
first half of the 'nineties were underscored by the 
fact that inflation rate above nine per cent was 
noticed for as many as 41 months, constituting 68.3 
per cent of the total number of 60 months. The 
situation changed drastically for the year 1995-96 
with only 3 months recording a price rise of more 
than 9 per cent (Table VII-2). The moderation of 

Graph VII-1 

Annual Inflation Rate 
( Week-to-Week) 

- 
r 

&: 
O r 

9 - 

8 r 

I 

r 4 

5 - 4 A c - 3  .LA 

I 
I +- 
LLL_L~--J~~,ILLLLLL I--- -LA 1 1  I ,  - 

1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52 

Week 
++ 1993-94 o 1994-95 ++ 1995-96 

* This Chapter is based on informationldata available upto September, 1996. 
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inflationary pressures during 1995-96 could be cent. 9.1 per cent and 1.8 per cent, respectively, as 
attributed to prudent demand management policies compared with increases of 12.8 per cent, 10.5 per 
which were supported by a variety of supply cent and 6.9 per cent in the previous year (Graph 
management factors.  On the supply side, a VII-2). 
favourable real output situation. particularly 
industrial producrion. comfortable food stocks with 0 )  p,-inlurv ~ ~ - t i ~ l ~ ~  
the Food -corporation of India (FCI) and active The primary articles group. on a point-to-point 
$upply management of essential food products were basis, exhibited a lower order of price increase at 
the important factors. On the demand side, the main 5.4 per cent as wi th  a rise of 12.7 per 
contribution was from a marked mideration in the cent dur ing 1994-95. Within  th is  group, food 
srowth of money supply. articles witnessed a higher increase of 9.8 per cent 

Commodity/Group-wise Trend 

An analysis of group-wise behaviour of prices 
based on the WPI revealed the following trends in 
1995-96. On a point-to-point basis, 'Primary 
Articles' group registered the highest price rise of 
5.4 pel- cent ( 1  2.7 per cent during 1994-95) 
followed by 5.0 per cent (10.7 per cent during 
1994-95) for the 'Manufactured Products' group 
and 1.7 per cent (2.4 per cent during 1994-95) for 
the 'Fuel' group (Table VII-3). On an average basis, 
the prices of the major groups, viz., 'Primary 
Articles'. 'Manufactured Products' and 'Fuel, 
Power. Light and Lubricants' moved up hy 7.5 per 

compared to the non-food articles which, jctually, 
registered a decline of 1.9 per cent. Prices of non- 
food articles reflected moderation after two years 
rnainly due to a slackening in the prices of 'fjbres' 
and 'oilseeds'. Amongst the food articles, pulses, 
fruits and vegetables, and tea registered increases 
in double digits, while eggs, fish and meat and 
coffee exhibited a decline. The prices of minerals 
increased by 5.6 per cent as compared with 6.5 
per cent i n  1994-95. 

O )  Firel, Power, Light nlzd LilOricants 

As administered prices were not raised for the 
second year in succession, the 'Fuel. Power, Light 

Graph VII-2 
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and Lubricants' group which n~ost ly  includes 
administered items witnessed moderate price rise. 
The index of this group increased by 3.7 per cent 
during 1995-96 compared with an increase of 2.4 
per cent in the previous year. Within this group, 
'electricity' registered the highest rise of 9.6 per 
cent; 'mineral oils' saw a rise of 0.9 per cent as 
against a negative growth of 0.1 per cent during 
1994-95. 

C) Mun/~jiuct~~i.ed Pro.0(111cts 

The rise in the index for6Manufactured 
Products' group in 1995-96 at 5.0 per cent was 
much lower than the rise of 10.7 per cent recorded 
i n  1994-95. There was a definite deceleration in 
agriculture based items viz., sugar, khandsari and 
~ 1 1 1 ;  edible oils and cotton textiles in contrast to 
the trends of the previous year. However, items like 
cement continued to exhibit price acceleration with 
a rise of 10.2 per cent. 

Weighted Contribution of Major Groups 
An analysis of weighted contribution of 

different groups/commodities to the increase in the 
general index of wholesale prices in 1995-96 
reveals that, on an average basis, the 'Manufactured 
Products' group, with a weight of 57.0 per cent, 
contributed 65.6 per cent (54.1 per cent previous 
year) to the rise in the general index, followed by 
32.0 per cent by the 'Primary Articles' group (38.7 
per cent last year) with a weight of 32.3 per cent 
(Table VII-4 & Graph VII-3)'. The 'Fuel' group 
with a weight of 10.7 per cent had a relative 
contribution of 2.5 per cent during 1995-96 which 
was lower than that of 7.2 per cent registered in 
the previous year. On a point-to-point basis, the 
weighted contribution by the 'Manufactured 
Products' group turned out to be lower at 56.2 per 
cent, whereas those by 'Primary Articles' and 'Fuel' 
groups at 35.9 and 7.8 per cent, respectively, were 
higher than their contributions on an average basis. 

1 .  The contribution of 'Manufactured Products', during 
1994-95 and 1995-96, remained above the decadal 
overage for the 'eighties (1980-81 to 1989-90) and the 
five year avcrage for the 'nineties (1990-91 to 1994- 
95), whereas 'Primary Articles' group and 'Fuel' group 
made snialler contributions than their long-term average. 

Graph VII-3 
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Consumer Price Indices 

The price situation with regard to the three 
measures of the Consumer Price Index (CPI), 
namely. CPI-Industrial Workers (CPI-IW), CPI- 
Urban Non-Manual Employees (CPI-UNME) and 
CPI-Agricultural Labourers (CPI-AL). indicate that 
the inflation rate measured in terms of any of the 
three variants of CPI was higher than that measured 
in terms of WPI. As methods of conlpilation, 
weightins diagrams and commodity coverages for 
the WPI and CPI are different, the inflation rates 
measured in  terms of CPI and WPI tend to vary 
(Table VII-5). 

The disaggregated analysis in terms of food 
and non-food groups reveals that the 'Food' group 
prices under both WPI and CPI have been rising, 
with the movement being particularly stronger since 
'eighties at the GPI level. The differential behaviour 
of the sources of inflation in WPI and CPI are 
apparent from Table VII-6.  The  weighted 
contributions of 'Food' group under the WPI have 
been on the decline through 'eighties and the mid- 
'nineties. whereas those under the CPI experienced 
a steady rise since the 'eighties. It can be concluded 
that o\.er this period, variations i n  WPI have been 
guided more by variations in 'Non-Food' prices, 
while those i n  CPI have been influenced primarily 
by \sariations in the prices of the 'Food' group. 

During 1995-96. prices of 'Food' group under 
WPI (weight = 27.5),  on an average basis, 
witnessed sharp rises and as such. its weighted 
contribution was substantially higher at 35.5 per 
cent. Significantly, sub-groups of the 'Food' group 
such as fruits and vegetables, condiments and spices 
and pulses which were principal contributors in 
WPI. exerted substantial pressure on the 'Food' 
group under the CPI as well. As a result, the 'Food' 
group contributed as much as 62.1 per cent to the 
general rise in  CPI during the year. given its large 
weight of 60.9 per cent in  the CPI index. Therefore, 
any variation i n  the prices of this group would have 
a divergent impact on the variations in CPI and 
WPI on account of its differential weight in these 
two indices. 

The sprttial distribution of the rise in retail 
prlces in  terms of CPI-IW across the major cities 
a l \o  indicates the persi\tence of inflationary 
presyure. Out of 70 centres for which CPI-IW is 
con~tructed. price increases of more than 9 per cent 

was recorded in as many as 46 centres as compared 
with only 36 centres in 1994-95 (Table VII-7). 

Trends in Administeredfsupport Prices 

During 1995-96, the hikes in prices of 
administered items comprising crude oil, coal 
mining, mineral oil. electricity and urea, were 
markedly lower at 1.7 per cent as against the rise 
of 9.7 per cent recorded during 1994-95. Item-wise 
also, the hikes were much lower than those 
recorded during the 'nineties (Table VII-8). During 
1995-96, the highest increase was experienced by 
electr~city (5.0 per cent) followed by urea (3.4 per 
cent). coal mining (1.1 per cent) and petroleum 
crude and natural gas (0.9 per cent). The mineral 
oil group witnessed a meagre rise of 0.1 per cent. 
In this context, i t  may be noted that the average 
price rise of 11.7 per cent for these items during 
1990-91 to 1993-94 ruled higher than the overall 
average inflation rate of 10.6 per cent. However, 
as against this trend, the increases in these prices 
remained below the average inflation rate for both 
1994-95 and 1995-96 contributing, to an extent, to 
the low overall inflation rate. 

Rleasures influencing Prices 

During 1995-96. the policies of the 
Government aimed at stabilising prices were 
oriented towards ensuring eahy i~vailability of key 
co~nmodities in short supply like cotton. sugar and 
edible oil. Liberal imports of essential commodities 
were allowed to make up the shortfall in domestic 
supply. Moreover, open market sales from Central 
food stock helped i n  dampening the prices of 
foodgrains. During 1995-96, the FCI sold over 8 
million tonnes of foodgrains, niostly wheat, in the 
open market which helped to keep market prices 
down.There was a renewed emphasis  on 
strengthening the Public Distribution System (PDS) 
as also on an expansion of the Revamped Public 
Distribution System (RPDS). In October 1995 
RPDS coverage was extended, in principle, to 2,446 
blocks covered under the Employ~nent Assurance 
Scheme. 

The Government raised the minimum support 
price (MSP) of all the major kllarifcrops including 
fine and super fine varieties of rice, jowar; brqrc~ 
and ragi in August 1995. The MSP for the ruhi 
crops was also increased by 2.5 to 5.5 per cent 
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Box VII-I 

Rationality of Inflation Targetting 

There is a growing consensus that low and stable rate of inflation should constitute the core objective of 
monetary policy. Cross-country experiences show that higher inflation i n  the medium to long run has 
always been a monetary phenomenon and there does not exist any lasting beneficial exploitable relationship 
between inflation and economic growth (in essence, a vertical Phillips Curve). Moreover, the objective of 
price stability in a deregulated environment assumes special significance on account of its far reaching 
consequences for all segments of the economy, particularly for the financial and external sectors. In order, 
therefore, to avoid distortions in these sectors as also such other costs as net transfer of wealth from 
unindexed group of people to the indexed group and allocative inefficiencies arising from persistence of 
inflationary expectations, a time has now come whereby it becomes critical to attach more importance to 
containing inflationary pressures. Accordingly, effective tracking of future inflationary processes as well as 
inflationary expectations provide the Central bank valuable inputs for establishing appropriate forward 
looking monetary policies. 

There are a number of advantages that can be obtained from inflation targetting (IT). One of the most 
important advantages is that it provides a clear nominal anchor to monetary policy thereby providing a 
transparent policy environment to the market. Since inflation forecasting, which constitutes an integral part 
of IT, provides early signal to future inflationary pressures, it could be considered as the intermediate 
target too. In fact, inflation forecasting has all the three attributes of an intermediate target viz. controllability, 
predictability and early leading indicator of final target i.e., price stability. 

Another major advantage is that a joint public commitment of IT by both the Central bank and the 
Government will help in reducing inflationary expectations of economic agents thereby facilitating in 
lowering and stabilising the inflation rate. This makes the Central bank as well as the Government more 
accountable to public scrutiny. Following the rational expectation hypothesis, it also creates an environment 
whereby inflation surprises become costlier. In other words, the transient output gain from inflation surprises 
would be nullified eventually even in the short term and rather would cause loss of credibility for both the 
Central Bank and the Government thereby inflicting heavy costs on the economy. Another reason which 
also favours IT for being the appropriate intermediate target is the availability of price indices with a 
much shorter time lag. 

For all these reasons, inflation targetting has been adopted in many countries in the recent past such as in 
New Zealand (1990), Canada (1991), Israel (1991), U.K. (1992), Finland (1993), Sweden(1993), Mexico 
(1994), Norway (1994) and Spain (1994). 
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over the previous year with the maximum increase 
of 5.6 per cent in the case of wheat. In order to 
keep the mounting food subsidy bill under control, 
the Government decided to give due weightage to 
the cost of transportation while fixing the FCI open 
sale price. The open sale price of rice was raised 
on two occasions in November-December 1995. 

The ex-mill prices of sugar were revised 
upwards following the increase in the statutory 
minimum sugarcane price from Rs.39.10 per quintal 
i n  1994-95 to Rs.42.50 per quintal in 1995-96. In 

view of the comfortable stock position of sugar, 
the ad-hoc increase of 5 per cent in allocation of 
levy sugar quota was restored between September- 
December 1995. Since January 1 ,  1996 the 
Government has allowed levy sugar allotment to 
States/Union Territories for Public Distribution 
System on the basis of the 1991 census. 

Import of edible oils, except coconut oil, Palm 
(Kernel, RRD & Stearin) oil, was allowed under 
OGL at a reduced duty of 30 per cent. In order to 
stabilise prices, 6.5 lakh tonnes of edible oils were 



VII-6 REPORT ON CURRENCY AND FINANCE, 1995-96 

imported during April-October 1995 which kept the 
prices under check even during the festival season. 

The price of coffee powder was reduced by 
the Coffee Board with effect from July 15, 1995. 
The average price of tea ruled higher than that in 
the last year. 

The run of mine (ROM) prices of coal were last 
revised by the Central Government in June 1994. 
However, on December 30, 1995 the premium on 
long flame coals, differentials between ROM coal, 
steam coal and slack coal and also some additional 
charges like transportation etc. were enhanced. 
Subsequently following the deregulation of the prices 
of coking coal and A, B and C grades of non-coking 
coal by the Government in March 1996, the prices 
of these coal were enhanced. 

Fertiliser prices continued to be subsidised by 
the Government. Furthermore, a special concession 
of Rs. 1,000 per tonne for indigenous DAP and 
imported MOP (Muriate of Potash) is admissible. 
Subsequently. in order to correct the existing 
imbalance in the ratio of application of nitrogen 
(N),  phosphate (P) and potash (K), the Central 
Government announced a three-fold increase in the 
subsidies on phosphatic and potassic fertilisers in 
July 1996. 

As regards mineral oil prices, there were no 
revisions during the year. In December 1995, prices 
of lubricants were increased by 14 to 15 per cent. 
This was the second hike since the Government 
lified price and distribution control on lubricants 
in September 1993. In July 1996. the prices of 
petroleum products - LPG, Petrol and High Speed 
Diesel were hiked by 25 to 30 per cent, which was 
the steepest hike since 1980. 

Bullion Prices 

Gold 

The monthly average price of gold in the 
Mumbai market recorded a sharp rise of 11.6 per 
cent to Rs.5,200 per 10 gms. i n  March 1996 as 
compared with only a modest rise of 1.4 per cent 
to Rs.4,661 per 10 gms. in March 1995. On an 
annual average basis, gold prices were, however, 
up by 6.2 per cent from Rs.4,667 during 1994-95 
to Rs.4,958 in 1995-96 (Table VII-9 and Statement 
35 of Vol. 11). The rally which started in September 
1995 continued until the first week of February 
1996, when price peaked at Rs.5,713 per 10 gms. 

(on February 6, 1996). Thereafter, the year closed 
on a sluggish note as prices declined, on an average 
basis, to Rs.5,200 in March 1996. Subsequently, 
during April-September 1996, the softening trend 
by and large continued as gold price dropped by 
1.3 per cent to Rs.5,133 in September 1996. 

The London market also experienced a similar 
uptrend starting from November 1995. On a point- 
to-point basis, the London market witnessed a 
strong price rise of 3.9 per cent to $ 397 per troy 
oz. as at the end of March 1996 (1.6 per cent to $ 
389 per troy oz. on average basis in 1995-96) in 
contrast to a decline of 0.5 per cent to $ 382 as at 
the end of March 1995 f rom March 1994. 
Subsequently, during April-September 1996, the 
price of gold exhibited a bearish trend as i t  declined 
markedly by 3.6 per cent to $ 383 in September 
1996 (Statement 35 of Vol. 11). 

The rally in gold prices during the second half 
of 1995-96 in the national and international markets 
could be largely attributed to supply-demand 
imbalances. On the supply side, a deceleration i n  
gold production in major gold producing countries 
and a virtual stoppage of sale of official gold 
holding by Central Banks reduced the supply in 
the market. On the demand side,  investors'  
disappointment wjth global equity markets and 
apprehension regarding future inflation following 
the Federal Reserve's lowering of the short-term 
lending rate in January 1996 firmed up gold prices. 
On the domestic front, the depreciation of the rupee 
against the US dollar, particularly during late 
January 1996 through early February 1996, coupled 
with higher international prices and strong seasonal 
demand were the principal contributory factors for 
the price increase. The softening of prices witnessed 
since the second week of February 1996 was on 
account of a number of factors which included the 
fall in international prices of gold, a strong recovery 
of the rupee against the US dollar, a resumption of 
sales by the Customs Department and the resistance 
from buyers at higher pr ices .  Subsequent  
sluggishness reflected a lack of seasonal demand 
which generally prevails during the early part of 
the year. 

The spread between average gold prices in 
Mumbai and London markets has been declining 
continuously since 1990-91, with the exception of 
1994-95 when i t  widened marginally to 20.8 per 
cent from 20.3 per cent in 1993-94. During 1995- 
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96. i t  declined further to 18.4 per cent reflecting 
greater integration of the two markets (Graph 
VII-4). The spread further declined to 16.5 per cent 
in September 1996. The increase in imports of gold 
through the official channel from 109.51 tonnes in 
1993-94 to 186.80 tonnes in 1994-95 and further 
to 21 1.53 tonnes in 1995-96 contributed to the 
continuous decline in the spread (Table VII- 10). 

Silver prices in the domestic market in 
hlumbai fluctuated in a narrow range during April- 
December 1995. but soared during January through 
early February 1996. It declined thereafter and this 
trend contit~ued until September 1996. In the 
process. i t  recorded, on a year-on-year basis, a 
strong rise of 20.7 per cent to Rs.7,472 per kg. in 
1995-96 (7.9 per cent to Rs.7,221 on average basis) 
in contrast to a fall of 12.4 per cent to Rs.6,189 
per kg. i n  1994-95 (rise of 5.4 per cent to Rs.6,692 
on average basis) (Table VII-9 and Statement 35 
of Volume 11). A similar trend was also observed 

in the New York market as silver prices increased 
sharply, on a year-on-year basis, by 18.8 per cent 
to 55 1 cents per troy oz. in 1995-96 (5.1 per cent 
to 540 cents on average basis). It, however, declined 
markedly during April-September 1996 by 7.4 per 
cent to 500 cents in September 1996. 

The spread in the average price of silver 
between the Mulnbai and the New York markets, 
which was as high as 162.2 per cent in 1990-91, 
declined for the fifth year in succession to reach 
24.3 per cent in 1995-96. It had declined further to 
23.6 per cent by September 1996 (Graph VII-4). 

The upsurge in the domestic price of silver 
was mainly due to higher international prices and 
the downward pressure on the exchange rate of the 
rupee vis-a-vis the US dollar. Not surprisingly, the 
price of silver declined in March 1996 with the 
stabilisation of the rupee-US dollar exchange rate. 
The bearish price behaviour so far during 1996-97 
can be attributed to a seasonal slackness in demand. 

Graph VII-4 
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Table VII-1 Major Inflation Indicators 

(Per cent) 

In f la t~on 1994-95 1995-96 A p r ~ l  - Sept. 

I WPI . A l l  commodities 

a) Point-to-Point basis 10.4 5.0 4.5 5.8 

b) Average basis 10.9 7.8 6.9 4.5 

2 CPI : Industrial Workers 

a) Point-to-Point basis 9.7 8.9 8.2 7.8 

b) Average basis 10.3 10.0 8.2 7.2 

Table VII-2 : Frequency Distribution of Annualised Inflation Rate 
(Month-wise) 

(No o f  months) 

Range o f  Frequency Distribution o f  Months 

Inflation In 
Per cent Decadal Five Year 1995-96 

Average Average 
1980-8 1 1990-9 1 

to 1989-90 to 1994.95 

I 2 3 4 

0.0-5 0 

5 1-7.0 

7 1-9 0 

9.1-11.0 

11.1-15 0 

Over I 5  0 

ni l  (-) 

3 (5.0) 

16 (26.7) 

14 (23.3) 

25 (41.7) 

2 (3.3) 
-- - 

Norr : Figures In brackets represent percentage to the total number o f  months 

Table VII-3 : Major Group-wise Inflation Rate* 
(Per cent) 

Cornlnodlty 
Group 

1994-95 1995-96 
- 

Po~nt-to Average Po~nt- to Averags 
-Point -Po~nt  

- - -  

Pnlndry Article\ 

'Fucl' Group 

Manufdctured Products 

A l l  Corl~lnodltles 

12.7 I:! X 

2.4 6.9 

10.7 1 0 . 5  

10.4 10.9 

* Measured In rerlns o f  changes In the Index Number of Wholesale Pr~ces 
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Table VII-7 : Centre-wise Frequency Distribution of Inflation Rate(measured in terms of CPI-IW) 

Range of 
lnflat~on 
Rate (7i) 

Number of Centres 

Table VII-8 : Hike in the Administered Prices (Average Basis) 

(Per ccnr) 

lterrl Welght 1990-9 1 1994-95 1995-96 
t 0 

1993-94 

I Petroleurn crude 
& natural ga\ 

2 Coal hlln~np 1 256 I0 8 5 1 1 I 

5 UI-ea N content 0.992 6.9 17.4 3.4 

Memci Item 
lnflar~on Kate 
(change In  WPI) 10.6 10.9 7.8 
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Table V11.9 Average Prices of Gold and Silver 

- - -  

Gold (Rs. per 10 gms.) Silver (Ks. per kg.) 

Mumbal London * Spread @ Mumhai New York * *  Spread @ 

March 199.5 

March 1996 

- ~- - -  - - - -  

* Figures In brackets Indicate average prices In US $ per troy oz. 

@ F~gures In brackets ~ndicate percentage spread. 

* *  Flgures in brackets indicate average prices In cents per oz. 

Sorrrces : I Bornbay Bullion Association. 

2.  Press Trust of India. 
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Table VII-10 : Imports of Gold through official channel 

Quantity of Imports 
(in tonnes) 

Duty Collected 
(Rs.  crore) 

1996-97 24 6 54 I I  
(up 10 April 1996) 



CHAPTER VIII 

FISCAL DEVELOPMENTS1 

This Chapter has four sections. Section I deals 
with the budgetary developments of the Central 
Government while Section I1 discusses the 
developments in the finances of State Governments. 
Section I11 presents an analysis of the combined 
budgetary position of the Central arid State 
Governments. Section IV covers the finances of the 
Department of Posts,  Department of Tele- 
communications and the financial performance of 
the Railways. 

I. Budgetary Operations of the Central 
Government2 

Major Developments during 1995-96 

During 1995-96 the key deficit indicators, with 
the exception of revenue deficit, turned out to be 
higher in the revised estimates than the 
corresponding budget estimates (Table VIII- I ). 
Revenue deficit in the revised estimates at 
Rs.33,331 crore was lower by Rs.2,210 crore (-6.2 
per cent) than the budget estimates of Rs.35,541 
crore. Despite the reduction in the revenue deficit 
however, the conventional deficit exceeded the 
budget estimates of Rs.5,000 crore by Rs.2,600 
crore (52 per cent) and was placed at Rs.7,600 crore 
i n  the revised estimates mainly on account of the 
shortfall in capital surplus from Rs.30,541 crore to 
Rs.25,73 I crore, a decline of Rs.4,8 10 crore (-1 5.7 
per cent)'. The gross fiscal deficit (GFD) in the 
revised estimates at Rs.64,010 crore surpassed the 
budget estimates (Rs.57,634 crore) by Rs.6,376 

1 .  Based on material available upto Septerrlber 1996. All 
references to the years in this Chapter relate to the fiscal 
years (April-March). 

2. A detailed account of the budgetary operations of the 
Central Government during 1995-96 (Revised Est~males) 
and 1996-97 (Budget Estimates) was presented in an 
article on "Finances of the Central Government 1996- 
97" in the October 1996 issue of the Reserve Bank of 
India Bulletin. 

3. As per the RBI records, the conventional budget deficit 
of the Central Governlnent at end March 1996 stood at 
Rs.9,934 crore after the closure of the Government 
Accounts. 

4. For details of the Supplemental Agreement of 1994, see 
Report on Currency and Finance, 1994-95. 

crore (11.1 per cent). At this level GFD as a 
proportion of GDP amounted to 5.9 per cent in the 
revised estimates as against 5.5 per cent projected 
in the budget estimates for 1995-96. Apart from 
the rise in the GFD, the gross primary deficit (GPD) 
increased sharply - more than double the budget 
estimates of Rs.5,634 crore to Rs.12,010 crore in 
the revised estimates while the net primary deficit 
overshot by Rs.3,360 crore (35.2 per cent) to 
Rs. 12,9 19 crore (Table VIII- I and Graph VIII- 1). 
There was also a sharp rise in both the monetised 
deficit and the conventional deficit during 1995-96 
(Table VIII-2 and Graph VIII-2A and 2B). At the 
end of fiscal 1995-96. monetised deficit stood at 
Rs.19355 crore accounting for 3 1.0 per cent of 
GFD as compared with a modest level of Rs.2,130 
crore or 3.7 per cent of GFD in 1994-95. The 
monetised deficit, at this level, was higher than in 
any year since Lhe introduction of fiscal correction 
in 1991-92. Reflecting the sharp surge in monetised 
deficit, the net issue of ad hoc Treasury bills, on a 
fortnightly average basis, amounted to Rs.10,280 
crore during 1995-96 in marked contrast to the 
decline of Rs.3,249 crore during 1994-95. In fact, 
the net issue of ad hocs during 1995-96 exceeded 
on three occasions for extended periods, the within- 
the year ceiling of Rs.9,000 crore stipulated in the 
Supplemental Agreement of September 1994 
between the Central Government and the Reserve 
Bank of India" Nevertheless, at the end of 1995- 
96, the net issue of ad hocs amounted to Rs.5,965 
crore (Table VIII-3). 

The developments in the deficit indicators 
need to be seen with reference to the trends in 
receipts and expenditures. Aggregate expenditures 
(RE) at Rs.1,88,492 crore exceeded the budget 
estimates by Rs.10,666 crore (6.0 per cent) whereas 
the aggregate receipts at Rs. 1,80,892 crore recorded 
a relatively lower growth of Rs.8,066 crore (4.7 
per cent) (Statement 148 of Volume 11). Revenue 
receipts exceeded the budget estimates by Rs.9,2 17 
crore (8.7 per cent) reflecting essentially the 
benefits of tax reform measures. Tax revenues at 
Rs.81,088 crore (RE) recorded a rise of Rs.6,714 
crore (9.0 per cent) and accounted for almost 73 
per cent of the growth in revenue receipts 
(Statement 149 of Volume 11). Capital receipts, on 
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Graph VIII-1 

Central Government's Deficit Indicators 
(as per cent of GDP) 
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Graph VIII-2A 
Central Government's Budget Deficit, 1992-93 to 1996-97 
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Note : Except for 1995-96, the 27th fortnight figure of each year indicates the end-March position after closure of the 
Government accounts. 
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Graph VIII-2B 
Net RBI Credit to Central Government (Monetised Deficit) 

1992-93 to 1996-97 
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Note : Except for 1995-96, the 27th fortnight figure of each year indicates the end-March position after closure of the 
Government accounts. 

the other hand, recorded a negative growth of 
Rs.1,151 crore (-1.7 per cent), essentially due to 
the shortfall in receipts on account of disinvestment 
of equity holdings of the Public Sector Enterprises. 
The budget estimates had placed a target of 
Rs.7,000 crore from disinvestment whereas, the 
actual realisation was only Rs.357 crore. Realisation 
from market borrowings and small saving 
collections, however, exceeded the budget 
estimates. The net inflow from external borrowings 
also fell short of the budget estimates by Rs.2,487 
crore (Statement 151 of Volume 11). 

In addition to the shortfall in disinvestment 
proceeds, the expenditure overrun itself was the 
major factor contributing to the excessive growth 
of GFD by Rs.6,376 crore during 1995-96. In the 
revenue account, the increase in developmental 
expenditure (Rs.4,438 crore or 8.5 per cent) was 
mainly due to the step up in expenditure on 
education, art, culture, scientific services and 
research (Rs. 1,040 crore or 46.9 per cent), labour 
and employment (Rs.66 crore or 13.0 per cent) and 
other economic services (Rs.838 crore or 33 per 
cent). Non-interest non-developmental expenditure 

experienced an increase primarily on account of 
expenditure on currency, coinage, mint and other 
general services, technical and economic co- 
operation with other countries and postal services 
(Statement 150 of Volume 11). The expenditure 
overrun in non-developmental capital outlay 
(Rs.677 crore or 8.9 per cent) was on account of 
increased provision for defence capital outlay 
(Rs.690 crore or 9.4 per cent) and loans to States 
and Union Territories (Rs.3,337 crore or 20.5 per 
cent) following larger mobilisation of small savings 
collections (Statement 152 of Volume 11). 

Budget Estimates : 1996-97 
The regular budget for 1996-975 was 

formulated within the framework of a "Common 
Approach to Major Policy Matters and a Minimum 
Programme (CMP)" of the Government. The budget 

5. The regular budget was presented to the Parliament on 
July 22, 1996. An Interim Budget was presented to 
the Parliament on February 28, 1996 for the purpose 
of a Vote-on-Account to enable the Government to 
meet expenditures during the first four months of fiscal 
1996-97. 



VIII-4 REPORT ON CURRENC :Y AND FINANCE, 1995-96 

identified seven broad objectives viz. ( i)  to 
persevere with economic reforms and liberalisation 
to accelerate economic growth; ( i i )  to provide the 
basic minimum services to the poor in a time bound 
manner; ( i i i )  to ensure broad-based growth in 
agriculture, industry and services to achieve high 
employment: (iv) to ensure fiscal prudence and 
macro-economic stability; (v) to enhance investment 
especially in the infrastructure sector; (vi) to 
proniote hunian development and (vii) to ensure 
viability in the balance of payments through strong 
export performance and larger foreign investment 
flows. 

As part of the economic reform programme 
and as an integral component of the fiscal 
consolidation process, the budget proposes to 
continue with tax reforms.' On the direct taxation 
side, specific concessions have been provided in 
respect of income and corporation taxes. besides 
introducing a Minimum Alternate Tax (MAT) to 
bring (hitherto) 'zero-tax' companies under the 
purview of taxation with the exception of power 
and infrastructure.' The indirect tax proposals in 
the budget are aimed at making the domestic 
industry globally competitive and providing it with 
reasonable levels of protection i n  the transitional 
period. essentially through further reductions in it 
and restructuring as well as rationalisation of rates. 
A levy of 2 per cent special customs duty has been 
proposed on a wide range of imports mainly to raise 
resousces for infrastructure. Besides an across-the- 
board reduction in excise duties on a host of 
excisable goods, the budget has also extended the 
coverage of Modvat (Modified Value Added Tax) 
to the textile sector. 

The budget aims at further reduction in the 
key deficit indicators relative to GDP from their 
past levels. Accordingly, revenue deficit and gross 
fiscal deficit as proportion of GDP are budgeted to 
decline respectively, to 2.5 per cent and 5.0 per 
cent of the GDP during 1996-97 from 3.1 per cent 
and 5.9 per cent during 1995-96. The proposed 
rediiction in  net primary deficit is even sharper being 
budgeted at 0.2 percent in 1996-97 as against 1.2 

per cent of GDP in 1995-96 (Table VIII-I). The 
aggregate expenditure budgeted at Rs.2,10,577 crore 
represents a relatively lower increase (Rs.22,085 
crore or 1 1.7 percent) than that of aggregate receipts 
at Rs.2,03,999 crore (Rs.23,107 crore or 12.8 per 
cent) [Statement 148 of Volume 111. 

Revenue receipts are estimated to register a 
17.8 percent growth (Rs.20,583 crore)  and 
contribute to almost 89 per cent of the increase in 
aggregate receipts anticipated in the budget 
(Statement 149 of Volume 11). Tax revenue 
budgeted at Rs.97,3 I0 crore would contribute about 
79 per cent of the increase in revenue receipts 
reflecting the increased tax buoyancy as well as 
the impact of additional resource mobilisation 
measures envisaged in the budget. Taxation 
measures proposed in the budget are estimated to 
yield a net additional revenue of Rs.2,692 crore, 
of which. Rs.2.308 crore would add to Centre's 
receipts while the remaining Rs.384 crore would 
constitute the States' share. Additional resource 
mobilisation from custom duties is estimated at 
Rs.950 crore, corporation tax at Rs.912 crore, 
Union excise duties at Rs.760 crore and services 
tax at Rs.70 crore. The increased tax buoyancy 
attained during the reform period is a major revenue 
stimulant, especially in respect of direct taxes, with 
the buoyancy increasing from 1.13 per cent during 
the second half of 'eighties to 1.59 per cent during 
1991 -96. Disinvestment of equity holdings of public 
sector enterprises would fetch an additional revenue 
of Rs.4,643 crore as against Rs.357 crore realised 
in 1995-96 (Statement 151 of Volume TI). Net 
market borrowings comprising normal inarket 
borrowings, medium and long term as well as short- 
term market borrowings are budgeted at Rs.25,498 
crore which would, however, be lower by Rs.2,002 
crore than Rs.27,500 crore mobilised in the 
previous year, the decline being mainly due to the 
reduction in medium and long-term and short-term 
borrowings. Small savings collections are estimated 
to be higher at Rs.12,354 crore during 1996-97 than 
Rs. 11,110 crore in 1995-96, representing a rise of 
1 1.2 per cent. 

The exuenditure reduction stratenv envisaged 
U d  - 

6. For a detailed version of tax proposals, see article on 
in the budget is mainly based on moderation of 

Finances of Central Government : 1996-97, October non-interest non-developmental expenditure. Despite 

1946 issue of RBI Bulletin. a larger outgo due to interest payments (+Rs.8,000 
7. Further exemption from MAT has subsequently been ~ r o r e )  and administrative services (+Rs.4,619 crore), 

aililvunced for sick units and ii~dustrial units in backward total revenue expenditure is budgeted to register a 
areas as post-budget concessions (September 1996). lower growth rate of 12.6 per cent as compared 
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with 17.7 per cent increase in 1995-96 (Statement 
150, Volume IT). Capital expenditure is budgeted to 
record an accelerated growth from 2.2 per cent in 
1995-96 to 8.5 per cent during 1996-97, arising 
primarily from increased provision for loans and 
advances to States and Union Territories. The 
developmental components, both in respect of 
revenue and capital expenditures are, however, 
budgeted to show a decelerating trend (Statements 
150 and 152 of Volume 11). Consequently, the 
developmental expenditure as a proportion of 
aggregate expenditure would decline by nearly one 
percentage point from 46.5 per cent in 1995-96 to 
45.6 per cent during 1996-97. Concurrently, the 
proportion of non-developmental expenditure would 
move up from 53.5 per cent to 54.4 per cent during 
1996-97. 

Notwithstanding the moderation in expenditure 
particularly the non-Plan components, the budget 
makes a larger provision for Central Plan outlay 
for 1996-97 at Rs.87,086 crore, representing an 
increase of Rs.12,492 crore (16.7 per cent) over 
Rs.74,594 crore during 1995-96. Almost 69 per cent 
of the rise in the Plan outlay would be financed by 
internal and extra budgetary resources (IEBR) of 
public sector enterprises, which include internal 
resources. bonds. internal commercial borrowings/ 
suppliers' credit and inter-corporate deposits. The 
share of IEBR in the budgeted Central Plan outlay, 
accordingly, would increase from 61.4 per cent in 
1995-96 to 62.4 per cent in 1996-97 while the 
budget support would correspondingly decline from 
38.6 per cent to 37.6 per cent. The budgetary 
support, however, is largely focussed on rural 
development. energy and social sectors. Energy 
sector continues to claim a major share at 27.9 per 
cent of the Central Plan outlay. Allocation for 
transport sector has been enhanced to 18.3 per cent 
during 1996-97 from 16.0 per cent in 1995-96 while 
that for irrigation and flood control has been 
increased more than four fold (by nearly Rs.1.000 
crore) to Rs. 1.248 crore in 1996-97. 

The budget has earmarked a larger transfer of 
resources to State and Union Territory 
Governments, comprising sharable taxes, grants and 
loans. The gross transfer of resources for 1996-97 
is budgeted at Rs.80,694 crore. an increase of 
Rs.9.823 crore (13.9 percent) on top of an increase 
of Rs.6,935 crore (10.8 per cent) in the previous 
year. The net transfer of resources to State and 
Union Territory Governments, after adjusting for 

recovery of loans and advances, is budgeted ai 
Rs.75,334 crore in 1996-97 which would show a 
higher growth of 15.0 per cent than that of 10.2 
per cent in the previous year. Component-wise, 
sharable taxes have been enhanced by Rs.5,569 
crore (19.0 per cent) following a rise of Rs.4,426 
crore (17.8 per cent) in the previous year reflecting 
the buoyancy in the Centre's gross tax revenues. 
Total grants are, however, estimated to show a 
decelerated growth at 6.5 per cent in 1996-97 as 
against 8.3 per cent in the previous year; while Plan 
grants have been stepped up by Rs. 1,077 crore (6.8 
per cent) as against a decline of 11 per cent in 
1995-96, non-Plan grants have been enhanced, 
albeit, moderately by Rs.361 crore (5.9 per cent) 
compared with Rs.3,642 crore (145.6 per cent) in 
1995-96. Plan loans have been placed higher by 
Rs.2,234 crore (24.6 per cent) mainly due to 
enhanced provisions for States and UTs Plans, while 
non-Plan loans would record an increase of Rs.584 
crore (5.6 per cent) to Rs. 1 1,lO 1 crore. 

Public Debt and Other Liabilities 

The outstanding liabilities of the Central 
Government at end March 1996 aggregated at 
Rs.605,710 crore, accounting for 55.8 per cent of 
GDP as against 57.0 per cent at end March 1995 
(Statement 155 of Volume 11). The decline in debt- 
GDP ratio is a reflection of the policy initiatives 
aimed at containing the gross  borrowing 
requirements (GFD) of the Central Government. 
The budget for 1996-97 has placed the outstanding 
liabilities at Rs.670,224 crore or 53.8 per cent of 
GDP. The downward movement in debt-GDP ratio 
is primarily due to a similar drift in domestic 
liabilities which at end March 1996 at Rs.553,044 
crore accounted for 51.0 per cent of the GDP as 
against 5 1.6 at end March 1995 (Statement 189 of 
Volume 11). The budget for 1996-97 has placed the 
outstanding domestic liabilities of the Centre at 
Rs.615.322 crore, constituting 49.4 per cent of GDP. 
Whlle the debt-GDP ratio has shown a marginal 
decline, the persistence of a high level of debt has 
serious implications for the sustainability of fiscal 
policy in terms of interest payments and repayment 
obligations. The repayment schedule of market 
loans as of end March 1996 shows that the annual 
repayment obligations in most of the next ten years 
are above Rs.10,000 crore and with fresh 
borrowings, there would be further humps in 
repayment schedule (Table VIII-A). The interest 
burden (i.e. the ratio of interest payments to revenue 
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receipts) has risen; on an average, from 30.4 per 
cent during the latter half of 'eighties to 44.8 per 
cent during the period 1991-95. This ratio is placed 
at 47.2 per cent in 1995-96 (revised estimates) and 
46.0 per cent in budget estimates for 1996-97. 
Moreover, the Government's reliance on market for 
meeting its increasing borrowing requirements has 
resulted in higher interest rates on market 
borrowings and shortening of maturities. The details 
of market borrowings during fiscal 1995-96 and 
1996-97 so far (up to end September) are set out 
below. 

Table VIII-A : Repayment Schedule for Market Loans of 
the Central and State Governments issued upto 

end-March 1996.* 
(Rs, crore) 

Year Central State 
Government Governments 

I 2 3 

1996- 1997 7.91 1 - 

1997- 1998 10,903 557 

1998- 1999 9.892 1,414 

1999-2000 11.353 1,301 

2000-200 1 14.426 420 

200 1-2002 12,464 1.446 

2002-2003 10,165 1.789 

2003-2004 13,143 4,145 

2004-2005 3,435 5,122 

2005-2006 16,58 1 6,274 

2006-2007 7,394 15 

2097-2008 5.65 I 3,805 

2008-2009 7,338 2,286 

2009-1710 9.195 2.555 

2010-201 I 9,109 2,569 

2011-2012 8.610 3,349 

2012-2013 1,755 - 

2013-2014 1,999 - 

2014-2015 4.088 - 
2015-2016 4.174 - 

* Provisional. - Nil 

Market Borrowings 

The aggregate market borrowings (comprising 
normal, other medium and long term and short term 
borrowings) of the Central Government, during 
1995-96 amounted, according to the Reserve Bank 
records, to Rs.40,509 crore (gross) and Rs.26,790 
crore (net) compared with the budget estimates of 
Rs.40,806 crore (gross) and Rs.27,087 crore (net) 
(Table VIII-10). The shortfall in actual market 
borrowings vis-a-vis budget est imates was 

essentially on account of the slippages in short term 
market borrowings. Other medium and long term 
borrowings,  however,  exceeded the budget 
estimates. The short term lnarket borrowings (364 
day Treasury bills) during 1995-96 were negative 
to the extent of Rs.10,675 crore reflecting the fact 
that the Government had to repay an amount of 
Rs.6,288 crore on matufity of 364 day Treasury 
bills. The net normal market borrowings remained 
at the budgeted level of Rs.3,700 crore and the 
other medium and long term borrowings exceeded 
the budget estimate of Rs. 19,000 crore by Rs. 10,379 
crore (55.0 per cent). There was, however, a larger 
devolvement on the Reserve Bank of India in 
auctions during 1995-96 amounting to Rs.12,655 
crore (32.8 per cent of gross market loans) as 
against only Rs.157 crore (0.7 per cent) during 
1994-95. 

The budget estimates for 1996-97 have placed 
the aggregate gross market borrowings at Rs.35,294 
crore and the net borrowings at Rs.25,498 crore 
(Table VIII-10). As at end September 1996, the 
gross borrowings of the Central Government 
amounted to Rs.24,867 crore representing roughly 
70.5 per cent of the budget estimates. Taking into 
account the repayment of Rs.8,620 crore during the 
period, the net market borrowings up to September 
1996 amounted to Rs.16,247 crore comprising 
market loans (Rs.13,688 crore) and 364 day 
Treasury bills (Rs.2,559 crore). The devolvement 
on the Reserve Bank and absorption by primary 
dealers together in the auctions of Government 
dated securities amounted to Rs.3,081.5 crore or 
14.7 per cent of the total amount issued. 

During 1995-96, interest rates on market 
borrowings shifted upward across maturities, in 
contrast to a downward shift in the previous year. 
The maximum coupon rate on a 10 year 
Government dated stock rose from 12.35 per cent 
in 1994-95 to 14.00 per cent in 1995-96 (Table 
VIII- 12). Similarly other maturities also exhibited 
a rise in interest rates viz; maximum coupon rate 
on 3 year maturity rose from 1 1 .OO per cent to 13.65 
per cent, that on 5 year maturity from 12.71 to 
13.85 per cent and that on 7 year maturity rose 
from 12.08 per cent to 13.80 per cent. Thus, the 
weighted rate of interest on market loans increased 
from 11.90 per cent in 1994-95 to 13.75 per cent 
in 1995-96 (Table VIII-B). During 1996-97, though 
the interest rate on 10 year Government stock was 
pegged at 13.85 per cent in the auction held on 
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June 24, 1996, during the auctions, the cut-off yield 
emerged higher in the range of 13.50-13.75 per cent 
on 2 to 5 year maturity Government stocks as 
against 13.25 to 13.85 per cent on cornparable 
maturities during 1995-96. 

Table VIII-B : Weighted Average Coupon Rates on 
Government of India Dated Securities 

(Per cenl per nnnuni) 

F~>cul Year \\'erzhtetl 
A\,e~.ngc. Rntcs 

While the slippage in the target of receipts 
from disinvestment resulted in larger borrowing 
requirements, the deficiency i n  market absorption 

of Government dated securit ies forced the 
Government to take larger recourse to borrowings 
from the RBI. In the event, it contributed to a sharp 
rise in monetisation of budget deficit as reflected 
by very high net RBI credit to the Centre during 
1995-96. Another disheartening aspect of the 
market borrowing programme of the Central 
Government during 1995-96 was the hardening of 
the interest rates (cut-off yield), e.g., weighted 
average interest rate at 13.75 per cent was much 
higher than that of a weighted average of 11.90 
per cent in 1994-95. 

Composition, Ownership and Maturity 
Structure of Domestic Liabilities 

In addition to the changes in the levels of 
domestic debt there has also been a compositional 
shift in its components (Graph VIII-3). The 
domestic debt of the Central Government comprises 
public debt and other liabilities. Public debt is 
charged on the Consolidated Fund of India and all 
loans raised by the Government form a part of the 
Consolidated Fund including external debt. Other 
liabilities are charged on Public Account in respect 
of which the Government acts more as a banker 

Graph VIII-3 

Composition of Domestic Liabilities of the Central Government, 1981-97 
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viz.. provident funds, small savings. other accounts 
and reserve funds and deposits. 

Consequent upon the rapid growth in market 
borro~vings as  a source of financing of the 
Government in past few years, the internal debt as 
proportion to GDP has risen from 27.1 per cent at 
end March 1986 to 28.8 per cent. on an average 
during the period 1991-95 (Statement 189 of Volu~ne 
11). This ra:io was. however, marginally lower at 
28.0 per cent of GDP at end March 1996. Other 
liabilities (small savings, provident funds, other 
accounts and reserve funds and deposits) rose from 
18.4 per cent of GDP at end March 1986 to 23.2 
per cent. 017 an a\.erage, during the period 199 1-95 
and the ratio was placed at 23.0 per cent at end 
March 1996. 

Apart frorn compositional change, there has 
also been a shift in the rnaturity structure of the 
Government debt. specifically market loans. The 
outstanding rupee Ionns under 5 year maturity have 
witnessed a rise in  their share in total rupee loans 
from 8.6 per cent in 1991 to 25.3 per cent in 1995 
and further to 38.4 per cent in 1996. As against 
this. longer maturity loans i.e., those with over 10 
year maturity, have declined from 85.8 per cent in 
199 1 to 47.3 per cent in 1995 and further to 3 1.3 
per cent in 1996 (Table VIII-C). This is the outcome 
of shortening of maturity of market borrowings of 
the Central Government. 

l'ahle \'III-C : hlaturity-wise percentage distrihution of 
Government of India Rupee loan outstanding 

(per cent) 

~ n d  o i  Toral Ovsl. In  Belseen 5 and Under 
M l r ~ c h  years 10 yeal-5 S years 

I9Y I I OO 00 8> X 5 6 8 6 

I O O ~  I00 00 75 8 16.8 7 1  

1493 I00 00 77.8 11.2 8 .0  

149-1 I00 00 56 3 22.3 21.4 

1995 1 00 00 47 3 27 .1  25 3 

I WO 100.00 31. 3 0 3  3 8 4  

Notwithstanding the expansion of the investor 
ba$e. the ownership pattern of Government 
securities both Central and State Governments, 
continued to be skewed in favour of captive 
investors. with commercial banks and insurance 
companies holding the largest shares. At end March 
1994. co~nmercial banks accounted for 72.5 per cent 

of Government securities, as compared to 59.4 per 
cent at end March 1991 (Table VIII-D).  A 
significant development has been a rapid decline 
in the share of Reserve Bank's investment in 
Government securiries from 20.3 per cent in 1991 
to a meagre 2.0 per cent in 1995 brought about by 
an active internal debt management policy. 
Although non-captive investors have entered the 
Government debt markets, their presence has 
remained insignificant so far. 

Table VIII-D : Ownership Pattern of Investment in Central 
and State Government Securities 

(per cenl) 

Subscr~bers 1991 1992 1991 1994 1995 

RBI 2 0 3  17.9 8 2 2 4 2 0 

Co~nmerc~nl 8311k.5 59 1 63 7 66 4 77.5 

LIC 12.3 1 3 3  11.7 1 5 8  16.2 

Pro\  dent Funds 1.7 1.5 1.5 1 . 1  I .0  

O t h e ~ \  6 1 3.6 9 2 8 2 

Total I 0 0 0  I 0 0 0  1 0 0 0  I 0 0 0  I 0 0 0  

Not A\a~lahle 

11. Budgetary Operations of the State 
Governments 

Revised Estimates : 1995-96 

According to the revised estimates for 1995- 
96, the cor~solidated budgetary position of the State 
Governments reflected a moderation in fiscal 
imbalances. This was evident in the movement of 
the key deficit indicators which were placed lower 
than their budgeted levels (Table VIII-4). Revenue 
deficit in the revised estimates declined by Rs.1,380 
crore to Rs.8,639 crore from the budget estimates 
of Rs.10.019 crore. The conventional deficit was 
lower by Rs. 128 crare than the budget estimates 
while the gross fiscal deficit declined marginally 
from the budget estimate of Rs.33,767 crore to 
Rs.33,746 crore (-0.1 per cent). The net fiscal 
deficit at Rs.26,308 crore was lower than the budget 
estimates by Rs.90 crore. 

The decline in deficits in the revised estimates 
for 1995-96 was facilitated by the slowdown in 
expenditure growth relative to revenues (Table VIlI- 
4 ) .  The expenditure reduction has been effected 
essentially in respect of non-developmental 
components which in the revised estimates at 
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Rs.55.856 crore recorded a decline of 5.0 per cent 
from Rs.58.8 10 crore placed in the budget estimates 
(Table VIII-5). In respect of revenue deficit, the 
growth i n  revenue receipts at 2.4 per cent was 
mainly a reflection of the pickup in States' tax 
receipts. while the revenue expenditures showed a 
comparatively lower growth (1.3 per cent). The 
reduction i n  gross fiscal deficit was small at Rs.21 
crore notwithstanding the high growth in 
developmental  expenditure (+5.9  per cent)  
co~nciding with the revenue receipts and non-debt 
capital receipts (recovery of loans and advances) 
in exce\s of budget estimates. 

The gross transfer of resources to the State 
Governments (as per State Government budget 
documents) in the revised estimates at Rs.75,302 
crore was higher by Rs.764 crore than the budget 
estimates for 1995-96 (Rs.74,538 crore). Gross 
transfer of resources from the Centre (comprising 
share in Central taxes, grants and loans), financed 
4 1.6 per cent of the aggregate disbursements of the 
State Governments. The net transfer of resources 
to State Governments amounted, after adjusting for 
debt servicing (interest payments plus repayments 
of loans) to Rs.59,7 18 crore representing an 
increase of Rs.859 crore or 1.4 per cent over the 
budget estimates. The net transfer of resources from 
the Centre financed 36.1 per cent of the net 
aggregate expenditure of the State Governments, 
reflecting a marginal increase over the share of 36.0 
per cent indicated in the budget estimates. 

Budget Estimates : 1996-97 

The consolidated financial position of the State 
Governments in the budget estimates for 1996-97 
indicates that both, revenue deficit and gross fiscal 
deficit.are placed higher than the revised estimates 
for 1995-96. Revenue deficit budgeted at Rs.10,025 
crore would be higher by Rs.1,386 crore primarily 
due to a s teep rise in non-developmental 
expenditure. The rise in revenue deficit, together 
with larger provision for net lending (mainly due 
to lower recoveries) would enlarge the overall 
borrowing requirements (GFD) by Rs.2,752 crore 
to Rs.36,498 crore during 1996-97. At this level, 
the GFD as a proportion of GDP would amount to 
2.9 per cent which would however, be lower than 
3.1 per cent i n  1995-96. The conventional budget 
deficit at Rs.2,956 crore, would be higher by more 
than one-half of the level recorded in the previous 
year largely due to the rise in the revenue deficit. 

The net primary deficit is budgeted to decline 
sharply by Rs.2,467 crore to Rs.7,674 crore 
reflecting the impact of interest payments (Table 
VIII - 4). 

The revenue imbalance is triggered off by the 
persistent growth in non-developmental  
expenditures, despite the fact that tax revenue as 
well as current transfers from the Centre (share in 
Central taxes and grants), are estimated to record 
further rise (Statement 166 of Vol. 11). This is for 
the tenth year in succession since 1987-88 that the 
revenue account balance has been in deficit. During 
1996-97, total non-developmental expenditures are 
budgeted to show an increase of Rs.7,189 crore 
(+ 12.9 per cent) primarily due to higher provision 
under interest payments (+ Rs.4355 crore) and 
administrative services (+ Rs.3,344 crore) 
(Statement 167 of Vol. 11). With the result, the share 
of non-developmental expenditure in the aggregate 
expenditure, would move up to 3 1.9 per cent during 
1996-97 from 30.9 per cent  i n  1995-96. 
Concomitantly, the developmental expenditure as 
a proportion of aggregate disbursements would 
decline to 63.5 per cent during 1996-97 from 65.2 
per cent in 1995-96. 

The growing revenue def ic i t ,  besides 
enhancing the borrowing requirements, also tilted 
the composition of GFD. During 1996-97, revenue 
deficit would absorb as much as 27.5 per cent of 
the GFD as compared with only 7.7 per cent during 
the latter half of the 'eighties. Consequent upon 
the pre-emption of high cost borrowed funds to 
bridge the revenue gap, the resources available for 
investment expenditures (capital outlay and net 
lending) would be reduced to 73.3 per cent during 
1996-97 from 92.3 per cent in the second half of 
'eighties. 

In the financing of GFD, loans and advances 
from the Centre continue to be the major source 
constituting 47.9 per cent of the GFD, as compared 
with 49.3 per cent during 1995-96 and 49.0 per 
cent on an average during 1991-95. Financing of 
deficit through market borrowing is budgeted at 14.5 
per cent same as with the previous year's level while 
contributions by other sources of borrowing 
(comprising loans from financial institutions, 
provident funds,  reserve funds,  deposit and 
advances) would be hgher than in the previous year 
(from Rs.12,205 crore to  Rs. 13,734 crore) .  
Notwithstanding the decline in GFD relative to GDP 
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from 3.1 per cent during 1995-96 to 2.9 per cent in 
1996-97, the borrowing requirements in absolute 
terms would go up to Rs.36,498 crore from 
Rs.33,746 crore in 1995-96,adding in the process, 
to the outstanding debt of the State Governments 
which is estimated at Rs.2,43,916 crore at end March 
1997 as against Rs.2,13,298 crore at end March 
1996. The inevitable fallout of the mounting debt 
obligations would be the rise in interest payments. 
During 1996-97, interest payments are estimated to 
account for 17.3 per cent of revenue receipts as 
against 15.6 per cent in 1995-96. 

State-wise Position 

Ten Sta te  Governments have proposed 
Additional Resource Mobilization (ARM) in 1996- 
97 as against twelve in 1995-96. The estimated 
ARM would, however, be lower at Rs.681.3 crore 
as compared with Rs.948.9 crore in the previous 
year. This is partly because of the nine States 
proposing ARM, taxation measures announced by 
two States would result in negative ARM to the 
extent of Rs.120 crore. The States which have 
proposed positive ARM measures include Andhra 
Pradesh (Rs.252.0 crore), Kerala (Rs.93.0 crore), 
Madhya Pradesh (Rs.7.0 crore), Maharashtra 
(Rs.240.0 crore), Manipur (Rs.3.4 crore) and West 
Bengal (Rs.80.0 crore. The States with negative 
ARM are Gujarat (- Rs. 13.6 crore) and Tamil Nadu 
(- Rs. 106 crore). Taking into account the States' 
ARM and the share in Centre's ARM to the tune 
of Rs.384 crore, the number of States with 
conventional deficit will be seventeen. (Statements 
168 and 171 to 173 Vol. 11). 

The consolidated fiscal deficit of the State 
Governments is budgeted at Rs.36.498 crore. Five 
State Governments account for about 51 per cent 
of the consolidated gross fiscal deficit; Uttar 
Pradesh alone accounts for 18.1 per cent of the 
GFD. Fifteen State Governments have budgeted 
revenue deficits while eleven States have revenue 
surpluses (Statement 168 Volume 11). Four States 
viz, Kerala ( -  R s . l , 0 3 5  crore) ,  Tamil Nadu 
(- Rs. I , !  19 crore), Uttar Pradesh (- Rs.3,739 crore) 
and West Bengal (- Rs.1,508 crore) account for 73.8 
per cent of the aggregate revenue defici t  
(Rs. 10,024.8 crore); Uttar Pradesh alone contributes 
almost 37 per cent of the consolidated revenue 
deficit. The pattern of expenditure reflects a further 
decline in the developm,ental expenditure from 65.2 
per cent of the aggregate expenditure in 1995-96 

to 63.5 per cent in 1996-97 (Statement 169). For 
eight States this ratio is estimated to be lower than 
all States' position; these include Bihar (58.2 per 
cent), Goa (54.1 per cent), Haryana (56.9 per cent), 
Nagaland (60.6 per cent), Punjab (53.7 per cent). 
Uttar Pradesh (55.4 per cent) and Jammu & 
Kashmir (59.8 per cent). Consequently, these States 
have budgeted their non-developmental expenditure 
above the States' average (31.9 per cent) [Statement 
172 of Volume 111. 

Gross transfer of resources from the Centrc is 
budgeted at Rs.83,151 crore during 1996-97 as 
against Rs.75,302 crore in 1995-96, an increaw of 
Rs.7,849 crore (10.4 per cent). Roughly 64 pel cent 
(Rs.5,040 crore) of the incremental resource 
transfers would come in from devolution of Central 
taxes and duties. The grant component has been 
stepped up by a modest amount of Rs.704 crore 
from Rs.25.025 crore in 1995-96 to Rs.25,729 
crore. After adjusting for debt servicing the net 
resources transferred to States would amount to 
Rs.64,467 crore, representing an increase of 
Rs.4,749 crore (8.0 per cent) from the level of 
Rs.59,718 crore in 1995-96. The pattern of 
allocation indicates that the budget has raised grants 
under State Plans while in respect of loans, the 
increase was more pronounced on Central and 
Centrally sponsored schemes. Consequently, the net 
resource transfers are expected to finance 36.0 per 
cent of the net aggregate expenditures of the State 
Governments as compared with 36.1 per cent in 
1995-96. 

Ways and Means Advances and Overdraft of 
State Governments 

During 1995-96, three State G o v e r n m e ~ t s  
frequently resorted to o~rerdrafts, of which one 
could not clear the overdrafts within the specified 
time limit under the Overdraft Regulation Scheme 
on six occasions. The Reserve Bank of India, 
therefore, had stopped payments on behalf of that 
State Government ti l l  the overdraft was cleared. 
During 1996-97 so far, only one State Government 
could not clear the overdraft within the specified 
time; the Reserve Bank stopped payments on behalf 
of this State as i t  failed to comply with the overdraft 
regulations. 

With a view to enabling the State 
Governments to meet temporary mismatches 
between receipts and expenditures, the limit of 
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Ways and Means Advances (WMA) provided by 
the Reserve Bank of India to each State 
Government has been doubled with effect from 
August 1, 1996. The aggregate limit of the State 
Governments has thus been increased from 
Rs. 1,542.80 crore to Rs.3,085.60 crore. The limit 
of Normal Ways and Means Advances has been 
increased from Rs.1,117.20 crore to Rs.2,234.40 
crore and that of Special Ways and Means 
Advances from Rs.425.60 crore to Rs.85 1.20 crore. 

In addition to the enhancement of the WMA 
limits, the interest rate structure has also been 
rationalised with effect from August 1, 1996. The 
interest rate on the shortfall in the minimum balance 
and WMA are at the Bank rate (12 per cent per 
annum,at present) while the rate on overdrafts is 2 
per cent above the Bank rate. 

Liabilities of State Governments 

The outstanding liabilities of State 
Governments comprise internal debt (i.e. market 
loans and bonds, Ways and Means Advances from 
the RBI, loans from banks and other institutions), 
loans and advances from the Central Government 
and provident funds. The outstanding liabilities of 
the State Governments at end March 1996 
amounted to Rs.2,13,298 crore representing 19.7, 
per cent of GDP, a marginal decline from 20.0 per 
cent, on an average, during the period 1991-95 
(Statement 185 of Volume 11). The outstanding 
liabilities of State Governments at end March 1997 
are budgeted at Rs.2,43,916 crore or 19.6 per cent 
of GDP. In recent years a compositional shift in 
the liabilities of the State Governments has been 
in evidence. The share of market loans in total 
liabilities has increased from 14.2 per cent i n  1991 
to 16.5 per cent i n  1997. Similarly, provident funds 
accounted for 17.6 per cent of total liabilities in 
1996 as against 15.4 per cent in 1991 and in 1997 
this ratio is placed at 17.5 per cent. The share of 
loans and advances, however, came down from 67.2 

Market Borrowings 

During 1995-96, 25 State Governments8 
mobilised net market borrowings to the tune of 
Rs.5,93 1 crore (gross Rs.6,274 crore) compared with 
Rs.5,123 crore i n  1994-95 (Table VIII-10). The 
coupon rate for 10 year loan was higher at 14.00 
per cent as against 12.50 per cent for 1994-95 (Table 
VIII- 12). According to the Reserve Bank records, 
net and gross borrowing allocation for 25 State 
Governments during 1996-97 are placed at Rs.6336 
crore. The State Governments have already entered 
the market on two occasions, first on May 15, 1996 
and again on August 12, 1996, for a notified amount 
of Rs.1,500 crore each. Both the tranches were 
oversubscribed and the State Governments mobilised 
a total amount of Rs.4,926 crore at end August 1996. 
The coupon rate, however, has fallen to 13.85 per 
cent as against 14.00 per cent during 1995-96 and 
12.50 per cent in 1994-95. 

111. Combined Budgetary Operations of the 
Centre and States 

The fiscal slippage witnessed during 1995-96 
was pronounced in respect of the Government 
sector as a whole as the revised outcome of 
combined gross fiscal deficit far exceeded the 
budget estimates (Table VIII-7). The GFD of the 
Government sector in the revised estimates 
amounted to Rs.84,335 crore, higher by Rs.3,935 
crore (4.9 per cent) and constituted 7.8 per cent of 
the GDP. The increase in the combined GFD was 
essentially on account of the Centre's GFD which 
exceeded the budget estimates by Rs.6,376 crore 
while the States' GFD remained lower than the 
budget estimates. The combined revenue deficit in 
the revised estimates at Rs.41,970 crore, however, 
remained lower by Rs.3,590 crore than the budget 
estimates owing to relatively lower increase in 
combined revenue expenditures (+ Rs.9,010 crore 
or 3.6 per cent) vis-a-vis revenue receipts 
(+ Rs. 12,601 crore or 6.1 per cent). 

per cent in 199 1 to 62.5 per cent i n  1996 and is The budget for 1996-97 aims at a substantial 
budgeted to decline further to 61.8 per cent in 1997. reduction in gross fiscal deficit of the Government 
Since market loans as a component of liabilities of sector relative to GDP to 6.7 per cent from 
State Governments have significantly increased in 7.8 per cent in 1995-96. This outcome reflects the 
recent years, they have contributed to the changing 

proposed containment of the Centre's GFD from 
composition of liabilities. 

5.9 per cent to 5.0 per cent and of States' GFD 
8. With effect from 1994-95, the borrowing programme from 3.1 per cent 2.9 per cent GDP. The 

of the State guaranteed bodies is merged with their combined revenue deficit and conventional deficit 
respective State's borrowings. are budgeted to decline albeit marginally, from the 
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levels of 1995-96. The reduction in net primary 
deficit is, however, estimated to be sharper - to 
0.9 per cent of GDP from 2.1 per cent of GDP in 
1995-96. 

The moderation in deficit indicators outlined 
above would be mainly on account of expenditure 
compression. During 1996-97, the aggregate 
expenditure at Rs.3,43,555 crore is estimated to 
show an increase of 10.6 per cent as compared 
with 13.8 per cent in the previous year (Statement 
177 of Volume 11). The expenditure compression 
would largely be experienced in developmental 
components due to the downward rigidities in most 
items under non-Plan non-developmental 
component of expenditures. Consequently, the share 
of developmental expenditure in aggregate 
expenditure would deteriorate to 53.2 per cent in 
1996-97 from 54.9 per cent in 1995-96 and 63.3 
per cent during the later half of the 'eighties. 
Correspondingly. the proportion of non- 
developmental expenditure (which includes interest 
payments and administrative services) would move 
up to 45.7 per cent during 1996-97 from 44.5 per 

cent in 1995-96 and 36.7 per cent, on an average, 
in the second half of 'eighties. As a result, social 
expenditure (which includes social service 
expenditure, rural development, food subsidy and 
nutrition) as a proportion of GDP is estimated to 
decline from 7.5 per cent in 1995-96 to 7.1 per 
cent in 1996-97 (Table VIII-9). 

The combined GFD of the Government sector 
represents the Government sector borrowing 
requirement (GSBR), but it reflects only partly the 
macroeconomic impact of the fiscal operations of 
the entire public sector. The Government sector 
constitutes only part of the public sector, and there 
are a large number of public sector undertakings, 
which often beset with large fund shortages, meet 
their financial requirements from open market 
through bonds and debentures.  Large scale 
borrowings by the Government sector and public 
sector undertakings in turn, lead to curtailment of 
funds available for the private sector. In this 
context,  the combined Government sector 
borrowing requirement (GSBR) has a limited 
validity in capturing the macroeconomic impact of 

Government Sector Borrowing Requirements (GSBR) 
& Public Sector Borrowing Requirements (PSBR) 

A deficit indicator which is widely used in the economic literature. for measuring the net claim on 
resources by the public sector is the Public Sector Boirowing Requirements (PSBR).  PSBR is the excess 
of expenditure over revenue for all Government entities, all of which must be financed by new borrowings 
net of repayment of past debts. It is also called the 'consolidated public sector deficit' (World Bank, 
1988). While measuring the PSBR, broadly three alternative approaches have been followed, based on 
( a )  public-debt criterion, ( b )  public policy criterion and ( c )  public balance sheet criterion (Blejer and 
Cheast),, 1991). The public-debt criterion follows the 'below the line' approach LO determine PSBR, 
which emphasises the financing of deficit without taking into account the receipts and expenditures. 
Thus. rhe PSBR is calculated by adding the net bo l~owings  of all entities of the Govel.nlnent. In other 
uords.  the deficit (PSBR) equals the difference between total public debt ourstanding at the beginning of 
the year and that at the end of the year. This approach is useful. especially for liquidity management. The 
public policy cr i ter~on follows the 'above-the-line' approach by taking into account the receipts and 
expend~tures  of all Government entities. which includes Central Government, State Governments, Local 
Bodies and State owned enterprises. The advantage of this approach lies in its focus on public policy. 
Finally. the balance sheet approach underscores the real net worth of the public sector over time extending 
permanent income hypothesis to the public sector. Theoretically, this appl-oach c la in~s  superiority over 
the other two approaches while analysing the inter-temporal budget constraint (Buiter, 1983). 

Among the three approaches discussed above, the debt criterion approach stands out on account of 
s~rnplicity in the estirnat~on of PSBR as it does not take into account the underlying receipts and 
expendi~ures ,  the cornputation of which requires a careful netting out of inter-governmental transactions. 
Furthermore. rhis approach is free from the methodological and accounting problems of defining and 
measuring revenue and expenditure of public sector enterprises (Stella, 1993). 
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Traditionally, while calculating PSBR the composition of public sector is restricted to the non-financial 
Government activities, public financial intermediaries are excluded because of their special role as financing 
agents. In many instances, however, the public financial intermediaries, particularly the Central Bank. 
carry out important fiscal and quasi-fiscal operations and i n  that process, incur losses which result in  
quasi-fiscal deficit. These losses may arise, inter alia, on account of the management of exchange rate 
and provision of preferential credit. Since such quasi-fiscal operations are similar to other budgetary 
activities. i t  is often argued that they should be included in a comprehensive measure of PSBR. 
Measurement difficulties in separating Central Bank's monetary activities from its quasi-fiscal operations 
are. however, form~dahle. Notwithstanding this, a benchmark has been suggested which states that i f  
Central Banks arc having operating profits and these are transferred to the Govcrnment they do not 
distort the conventionally measured PSBR (Robinson and Stella, 1988). Although the estimation of PSBR 
is rendered difficult in view of the inherent conceptual and methodological difficulties, the concept has 
its underlying merit not only in the assessment of public policy but also i n  liquidity management. 

While these analytical advantages of PSBR are well recognised. the measurement of PSBR for India is 
beset with statistical problems. There is very little information on finances of local Govern~nents. Even 
the data on public enterprises, both of the Centre and States, are subject to poor timeliness. The Economic 
Survey of the Government of India provides data of the budgetary gap of the Central and State 
Governments and the Union Territories including extra-budgetary resources of public sector undertakings 
for financing their plans. If from the amounts given in the Sume!. as gaps, the Central and State 
Governments' gross fiscal deficit figures are deducted. the residual amount will broadly reflect the Central 
public enterprise deficit. While this approach has the merit of simplicity, i t  is not built up from 
niethodologically compiled data on individual components of the public sector as a whole. It is partly for 
t h ~ s  reason. GSBR has often becn used as a proxy, that too. with respect to only the Central and State 
Governments. As bol~owing needs of different segments of the public sector increase and as the public 
sector has to monitor the market behaviour and responses. i t  would be necessary to estimate PSBR in 
near future in order to evaluate the macroeconomic effects of the policy actions that legitimately fall in 
the public domain. 
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the budgetary operations of the entire public sector. 
This underscores the need for a broader concept of 
the public sector borrowing requirements (PSBR) 
[BOX VIII- I ] .  

Combined Liabilities 

The persistent increase in gross borrowing 
requirements (GFD) of the Central and State 
Governments is reflected in large accumulation of 

domestic liabilities. The combined domestic 
liabilities of the Centre and States taken together, 
after netting out loans and advances from the Centre 
to the States, aggregated Rs.10,89,915 crore or 58.8 
per cent of GDP as cornpared with 58.9 per cent 
at end March 1995. According to the budget 
estimates for 1996-97, the combined liabilities 
would amount to 57.4 per cent of GDP at end 
March 1997. A persistent expansion in the level of 
combined liabilities in the recent past has resulted 
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in higher interest burden (i.e. ratio of interest 
payments to interest receipts). Such an interest 
burden for the Government (Centre and States) rose, 
on an average. from 18.4 per cent during the latter 
half of the 'eighties to 28.1 per cent during the 
period 199 1-95. 

IV. Finances of Departmental Undertakings 

Railway Finances9 

The financial results of Railways showed a 
net surplus of Rs.2,318 crore in the revised 
estimates for 1995-96 as against the budget 
estimates of Rs.2,055 crore. an improvement of 12.8 
per cent over the budget estima~es (Statement 185 
of Volun~e 11). This surplus was earmarked to 
finance the Capital Fund (Rs.1.968 crore) as well 
as Development Fund (Rs.350 crore). The budget 
had made provision of Rs.1,705 crore for the 
Capital Fund and Rs.350 crore for the Development 
Fund. The operating ratio (the ratio of working 
expenses to gross traffic receipts) was reduced to 
84.6 per cent as against the budgeted level of 86.2 
per cent."' The improvement in the operating ratio 
resulted in higher percentage of net Railway 
revenues to Capital-at-Charge at 13.2 per cent as 
compared with 12.4 per cent envisaged in the 
budget estimates. 

The gross traffic receipts during 1995-96 at 
Rs.22,175 crorell showed a lower order of increase 
amounting to Rs.220 crore (or 1.0 per cent) over 
the budget estimates of Rs.21,955 crore (Statement 
185 of Volume 11). This was mainly on account of 
:I decline of Rs. 185 crore i n  the traffic suspense 
following the default on payments due to Railways 
by some of the State Electricity Boards and Power 
Houses. The working expenses of the Railways 
were placed at Rs.18,740 crore, recording a 
marginal decline of Rs.20 crore as compared with 
the budget estimates of Rs.18,760 crore. This was 
the ou tco~ne  of the reduction in the ordinary 
working expenses by Rs.200 crore over the 

9. Fol. a detailed d~scussion on Railway Finances, 1996- 
97. see Octohel- 1996 issue of the RBI Bulletin. 

10. Acco~.d~ng 10 the information available i n  the budget 
hpcecli. the operating ratio would be at 82.5 per cent 
111 1995-96. 

I I .  . i \~~cordinr  to the information protided i n  lhe budget 
bpeech. [he Gross traffic receipts are expected to be at 
Ks.22.24 1 crore in 1995-96. 

budgeted outgo to Depreciation Reserve Fund 
(Rs.60 crore) and Pension Fund (Rs. 120 crore). The 
decline in ordinary working expenses was due to 
stringent expenditure measures and inlproved 
utilisation of assets. Nevertheless, the loss on 
account of social obligations further surged to 
Rs.2.423 crore in 1995-96 from Rs.1,974 crore in 
1 994-95. 

The Railway Budget (Final) for 1996-97", at 
the existing rates of the fare and freight earnings, 
envisages a surplus of Rs.989 crore(State1nent 185 
of Volume 11). After reckoning for additional 
revenue to be mobilised by way of upward revision 
in fare and freight rates amounting to Rs.927 crore, 
the Railway budget places a surplus of Rs. 1,916 
crore, which would, however, be lower than the 
surplus of Rs.2,318 crore in 1995-96. The 
deceleration in surplus over the year emanates from 
relatively higher growth in working expenses as 
compared with gross traffic receipts. The gross 
traffic receipts (including the net additional revenue 
of Rs.927 crore) has been budgeted at Rs.24,800 
crore. an increase of Rs.2,625 crore or 11.8 per 
cent over 1995-96. The total working expenses 
(including appropriations to Depreciation Reserve 
Fund and Pension Fund) are budgeted to increase 
by Rs.2,833 crore (or 15.1 per cent) to reach the 
level of Rs.2 1,573.0 crore from Rs. 18,740 crore in 
1995-96. The net Railway revenue (comprising net 
traffic receipts and net miscellaneous receipts) is 
estimated to be lower at Rs.3,503 crore as compared 
with Rs.3,678 crore in 1995-96. With the result, 
the operating ratio, (i.e. the ratio of total working 
expenses to gross traffic receipts) is budgeted to 
go up to 87.8 per cent in 1996-97 as compared 
with 84.6 per cent in 1995-96. The profitability, as 
measured by the percentage of net Railway revenue 
to Capital-at-Charge, is estimated to decline to 11.4 
per cent from 13.2 per cent in 1995-96. 

The Annual Plan Outlay of the Railways for 
1996-97 is estimated at Rs.8,130 crore as compared 
with that of Rs.7,500 crore in 1995-96 (Statement 
186 of Volume 11). The Plan size at this level is 
estimated to show an increase of Rs.630 crore (or 
8.4 per cent). The financing pattern of the Plan 
comprises internally generated resources (Rs.4.111 
crore or 50.6 per cent), budgetary support (Rs.1,269 
crore or  15.6 per cent) ,  market borrowings 

12. The fjnal Railway Budget was presented in Parlian~ent 
on July 16, 1996. The interim budget was presented 
on February 27, 1996. 
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(Rs.1,850 crore or 22.8 per cent) and private 
investment under 'Build, Own, Lease and Transfer' 
(BOLT) and 'Own Your Wagon' (OYW) Scheme 
(Rs.900 crore or 1 1.0 per cent). 

Finances of Department of Posts 
The Department of Posts witnessed a deficit 

of Rs.424.6 crore during 1995-96 (RE) as against 
Rs.304.2 crore in the budget estimates and Rs.351.8 
crore in 1994-95. The budget estimates for 1996- 
97 have placed a higher deficit of Rs.612.3 crore. 
While the revenue receipts remained at the level 
of budget estimates of Rs. 1.3 15 crore, revenue 
expenditures were higher at Rs. 1,739.6 crore 
exceeding the budget estimates of Rs. 1.6 19.2 crore, 
thus. resulting in a higher deficit (Statement 18 1 
of Volume 11). 

The budget estimates for 1996-97 have placed 
revenue receipts higher at Rs. 1,350 crore showing 
a growth of 2.7 per cent over 1995-96 (RE). The 
revenue expenditures. however. are budgeted to 
register a higher growth of 12.8 per cent to reach 
a level of Rs.1,962.3 crore, resulting thus in a 
higher deficit of Rs.612.3 crore as against Rs.424.6 
crore in 1995-96 (RE). Postal network, mail sorting 
and conveyance of mails are budgeted to account 
for about 60 per cent of total working expenses. 

The major physical targets envisaged in 1996- 
97 Plan outlay of Department of Posts include 
modernisation of Post Offices, supply of multi- 
purpose counter machineb, opening of extra 
Departmental Branch Post Offices, upgradation of 
extra Departmental  Branch Post Offices,  
upgradation of extra Departmental Branch Post 
Offices to Departmental Sub-Post Offices, track and 
trace system of speed po\t, Premium Savings Bank 
Centres. Speed Post Business Centre. 

Department of Telecommunication 

The department has been consistently posting 
surpluses. The surplus generated during 1995-96 
(RE) amounted to Rs.4.671.7 crore as against 
budget estimates of Rs.3.867 crore and Rs.3,665.9 

core in 1994-95. During 1995-96, working expenses 
at Rs.5,453 crore exceeded the budget estimates of 
Rs.5,291.2 crore. The higher buoyancy in revenue 
receipts has, however, resulted in surplus inspite 
of revenue expenditure exceeding the budgeted 
amount. The revenue receipts rose to Rs.9,605 crore 
in 1995-96 (RE) as against budget estimates of 
Rs.8,876 crore, thus recording a growth of 8.2 per 
cent over the budget estimates and 23.2 per cent 
over 1994-95. The surplus of Rs.4,671.7 crore in 
1995-96 was utilised to make appropriation to 
Revenue Reserve Fund (Rs.26 crore) and Capital 
Reserve Fund (Rs.4,645.7 crore). The details of 
financial working are set out in Statement 183 of 
Volume 11. 

The major policy measures initiated during the 
year are set out below. 

( i )  The guidelines for entry of private sector 
into basic telecom services have been 
announced under which companies 
providing basic telephone services will 
have to maintain a balance in their 
coverage between urban and rural areas. 
They will have to operate under agreed 
tariff and revenue sharing arrangements. 
For a joint venture company between an 
Indian and foreign company for providing 
basic telecom services, not more than 49 
per cent foreign equity is permissible. 

( i i )  The Government proposes to set up a 
statutory Telecom Regulatory Authority 
of India (TRAI)  to  ensure  fair 
competition and to protect and promote 
the interests of consumers. An ordinance 
for its establishment was promulgated on 
January 27, 1996. 

An amount of Rs.16,974 crore has been 
approved as direct foreign investment in the various 
manufacturing and services projects in the field of 
telecommunications after the announcement of New 
Industrial Policy ti l l  December 1995. There has also 
been substantial increase in export of telecoin 
hardware from Rs. 131 crore in 1994-95 to over 
Rs.300 crore upto January, 1996. 



VIII- I6 REPORT ON CURRENCY AND FINANCE, 1995-96 

Table VIII-1 : Key Fiscal Indicators of Government of India 
(Rs. crore) 

A\ erage A\ erage 1992-93 1993-94 1994-95 1995-96 1996-97 
(1980-8 1 ( 1985-86 (Accounts) (Accounts) (Accounts) (Rev~sed (Budget 

to 1981-85) to 1989-90) Est~n~ntes) Estimates) 
(Accounts) (Accountb) 

4 M o ~ ~ < t ~ r e d  Deficit # 

0 Net Prllnary D e f ~ c ~ r  

7 Rc\enue D r f ~ c ~ t  35 per cent o f  17.0 31.5 46.2 54.3 53 8 52.1 50.5 
G r o u  Fiscal Def ic~t  

X h4onet1sed D e f ~ c ~ t  as per cent of 35 3 27 9 10 6 0 4 3 7 31 0 N A 
Gross F~ccal  D e f l c ~ ~  

01 11 l r r~  Ir 

1 )  Food 

I I .  Interest Pay~nenta 

I 2  Wages and Salar~es S 

13. Tot;ll Non-Plan Expend~ture 85.958 98.19 1 1,13.361 1.34.320 1,49,975 
(10.5) (13 4 )  (12.2) (12.3) (12.0) ( 12.4) (12.0) 

I 4  Budgetar) Suppon lo  Public 
Enterpr~seb @ 6,576 7.JC'  8.205 6.4 18 6,870 

(2 6 )  ( 1  9) (0 9) (0 9) ( 0  9) (0  6 )  ( 0  6 )  

15. D~rec t  Taxes (Net to Centrc) 12,075 12.522 18.409 2 1,238 25.980 
As per cent o f  total tax revenue 21 9 15 1 22.3 23.4 27.3 26.2 26.7 

(1  6 )  ( I  .4) (1.7) (1 6 )  ( 1.9) (2.0) (2 1) 

16, lnd~rect T ~ x r s  (Net to Centl-e) 4 1.969 40.927 49,045 59.850 71.330 
AI per cent o f  total tax revenue 78.1 84.9 77.7 76 6 72.7 73.8 73.3 

(5 7) (8.8) ( 6  0 )  ( 5  1) (5.2) (5.5) (5.7) 

Not ava~lahle 
N e ~ l ~ g ~ b l e .  
Including additional resource mobi l~snt~on o f  Rs. 2,346 crore proposed in  the budget 
F ~ r u r e r  relare to rcv~\ed estllnates, for all yeal-s except 1996-97 
A c c o ~ d ~ n f  to Rese~ve Bank o f  l n d ~ a  Records. 
.Accord~ng lo   he Ecornom~c and Funct~onal Classification o f  the Central Government Budget. figures for 1994-95 and 1995-96 relate to 
~-e\~ l<ed ratimatrs and budget e~t~mates.  respectively. 
F~sures In brackets are per cent to GDP. 
B u d ~ c ~  Docu~ncntr o f  the Go\,ernment o f  India. 
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Table VIII-2 : Fortnightly 1-evels of the Centre's Budget Deficit 
and Net RBI Credit to Central Government @ 

(Rs, crore) 

Cenrre's Budget Deficit Net RBI Credit to Centre 

1996-97 1995-96 1994-95 1993-94 1996-97 1995-96 1994-95 1993-94 

Budger Esnn>ate\ 

Fonnlght Actuals 

I 

2 

3 

4 

5 

6 

7 

8 

9 

I 0 

I I 

I2 

13 

I4 

15 

16 

17 

I X 

19 

20 

2 1 

7 7 - - 
23 

2 4 

25 

26 

27 

End-March 

Date $ 

1-4-95 

14-1-95 

28-4-95 

12-5-95 

26-5-95 

9-6-95 

23-6&95 

7-7-95 

2 1-7-95 

4-8-95 

18-8-95 

1-9-95 

15-9-95 

29-9-95 

13- 10-95 

27- 10-95 

10-1 1-95 

24-1 1-95 

8- 12-95 

22-12-95 

5- 1-96 

19-1-96 

2-2-96 

16-2-96 

Quarterly Averages 

F~rst  Quaner 14,745 1 1.504 302 10.056 13.551 12.2 18 1,325 10.096 

Second Quaricr 15,833 # 17.982 -2,916 20.277 II.U30 # 15.630 -1,856 15.534 

Third Quailer 15.9 13 -5.06 1 14.502 15.073 -2.587 10,985 

Four~h Quaner 13.883 -2.654 12.990 18.204 626 6.186 

F l ~ c ; ~ l  Year Average 14.722 -2.490 14.163 15.572 -550 10,302 

ROIE : AS per budgetary dara. Cenlre's budger dcflcrt was Rs. 10.960 crore In 1993-94 (Accounts) and Rs.961 crore in 1994-95 (Accourlts). 

Q H ~ s e d  on RBI recold\ 

S The relevant ddes  ot tonlllghts for 1995-96 have been spec~fied, rhe darn for other years penaln to conespor~d~ng fonn~ghrs 
" F~gurcs pe1-tn111 lo M ~ I L ~  70. 1996 after the closure of Government Accoullts 

r - I  . l~ld~cates  surplus 
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Table VIII-I : Key Deficit Indicators of State Governments 

( R s  crow) 

Year Gros< Ner Net C o n ~ e n -  Re\rrnue 
F~scnl F~scnl Pr~rnary l~onal  Defic~r 
L)ef~crr Defrc~t Deflcl~ D r f ~ c ~ r  
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Thble VIII 5 : Overall Budgetary Position of State Governments 
(Rs. crorc) 

1994-95 Percentage 1995-96 1995-96 Percentage Percentage 1996-97 Percentage 
I t e~~ls  (Accounts)' variation (Budge! (Revised variat~on v a r ~ a r ~ o ~ ~  (Budget variat~on 

over rhe Esrinlares) Esrimates) 1995-96(KE) over the Estimates) over the 
previous over previous previous 

year 1995-96(BE) )ear year 

I 7 3 4 5 6 7 8 9 

I Ag,o~eg;~re Rcce~plr ( A + B )  166.02 1.6 23.7 177.023 0 179,062.2 1.2 7 9 194,753.6 8 8 
( 176,074.1) (1 7 )  (193.688.3) (8.2)  

A Re\cnuc Kcce1[1t5 ( I + ? )  122.283 7 15.8 136,426 7 139.733 2 2.4 14 3 152,018.9 8 8 
( 1  35.477 8) (3.1) ( 150,953 6 )  (8.0) 

1 Ta\ R e c e ~ p t ~  ( a t h ~  80.619 2 17.1 90,630.5 93,065 1 2 7 15.4 106,715.4 14.7 
(89,723.3) (3.7)  (105,655.1) (13.5) 

a. Stare\' Take\ 55.734.5 20.1 61.650.3 63,806.1 3.5 14 5 72.416.0 13.5 
(60.74:. 1 ) (5.0)  ( 7  1,739.7) (12.4) 

h Sh.\ie ~n Cenrral Taxes 24.884.7 1 1 . 1  28.980 2 29.759.0 1 0  17.6 34,299.4 17 2 
(33,915.4) (15 9 )  

2 NOII-Tas Rrce~pts (c+d) 41.664 .i 13.4 45.7962 46.6581 1.9 12.0 45,303 5 -2 9 
(45.754.5) (2.0) (45.298.5) (-2 9 )  

c Granlc f ~ . o ~ n  the Centre 20.004 4 -5.5 24,752 4 25.025.3 3.2 25 1 25,729.1 2.8 
d Statc5' Nun-Tax Receipts 2 1.660 1 39 1 21,543 8 71.642.8 0 .5  - 0 1  19.574.4 - 9 6  

(2  1.502, I ) (0.7)  ( 19,569.4) (-9 6 )  

I3 Captal Re~.rlprc i 1 t 2 )  43.737 9 52 8 40.396 3 39.329 0 -3.1 -10.1 42.734.7 8 7 

I SIJICI '  Ca1111a1 KC'CCII)IS 24.485 4 72 3 19.291 0 18.31 1.3 -5 1 -25 2 19,612.6 7 1 
of oh1i.h 
a b\.l~rhf'l Borrowlng5 (Gross) 4.104 7 -2 6 5,355.8 5.11 1 .0  -4 6 74.5 5,298 7 3.7 
L) Reco\,ery of LO;IIIS and Ad~ancea 5.226.4 116 1 1.597.0 2,040.8 27 8 -6 1 .U 1,617.2 - 2 0 8  

7 Lonil\ Il-o~n the Ccr111e 19.252.5 33.6 21.305.3 21.017.7 -1.3 9 7- 23,122 1 10 0 

I 1  A ~ g r e r a t r  D~sbursemsnts(A ro E) 161.553 8 20.0 179.055.9 180.967 5 I I I 2 0  197.7094 9 .3  

.A I)e\,elopinentnl Expe~ldirure@ 104.347 9 1 6 7  111,516.3 118.04-1.0 5.9 13 I 125.477.1 6.3 
[ I  + ? I  
I Snc~;~ l  Ser\ ,~ccs 48872.1 16 4 56.895.9 59,938.6 5 3 22 6 65.171.9 8 .7  

of \ \h~ch :  Expend~ru~e  on 
N31~1ral C ' a l ~ ~ l i ~ t ~ e s  897 9 -5.3 1.325.9 2.037.1 53.6 126.9 1.505 9 -26 1 

7 Ec.onon11c S e ~ v ~ c e \  25475 8 1 7 0  54.6204 58.1054 6.4 4 7 60,305.3 3 8 

B. Non-L)evr.lop~nr.ml Expend~ru~eC? 49556 0 30.3 58.810.0 55.855.5 -5.0 12.7 63,045.1 I2 9 

C Repa!ment of  Loans to !he Centre 4492 4 -7 9 4,818 3 4,388.1 -8.9 -2.3 5.646.2 28 7 

I 1  Dlschnrge of Inrenlal Deht 1854 4 55.4 2.446.9 1.059.7 -56.7 -42.9 1.629.7 53.8 
o i  \\ h ~ c h  : hlarket Loans(G~oss) 29 9 -95 0 197.0 200. I 1.6 11.0 9.7 -95.2 

E Orhe15 # 1303 1 11.3 1.464.4 1.620 2 10.6 24.3 1,911.3 18.0 

I l l  C o ~ i \ e n ~ ~ u ~ l a I  Budget Surplu\ (+) 4467 8 -2032.9 - 1 9 ~  3 -2955.8 
L ~ c f ~ i i ~ ~ - ~ ( l - l l l  (-2981.8) (-1021.1) 

IV F111an~ln: of con\'ent~anal Budget 
Suililu\c+) I LIel'~c~l(-) 
A In~~reaiet+)I>ecrease(-)~n - 1  173 -1 -2034.3 - 1539.5 -2204.9 

cash hal;~iice\(Ne:l (-2983.2) (-3570.2) 
B Add~t~ons  to (+)W~thdr~unla  !~-o~n( - )  3666 9 13.0 -323.8 -442.7 

Cakh Balance Investmcllr Accou~~rtNet)  
C Repayment ot(+)  1 Illcrew il l(-)  1974.3 - 1 1  6 58 0 -8 2 

\\'a)> and Means 4 d ~ ~ n c e s  ant1 
C ) ~ e t d r ~ t t \  iroln R B.I.(Net) 

No~e  I F~surr.\ outs~de h~-acLer\ undc.1 hudgrt estlnlatss f r 1995.96 Include the ssr~niatcd net yield of R5.943 4 crore f ro~n  Add~tio~lal Resouice 
l o b ~ l ~ < a r ~ o n  Ineasurcs propo~ed by the States. 

2 F I ~ I I I ~ \  outstdc brackers under budget estlrnates Icr 1996-97 ~nclutle rhr esr~rnared net yield 01' Rs.6SI ! crure Iiom Addirlonal Resource 
hluh~l~i;lrion Ineatrlre\ proposed by the States and the S[ales'.,hal-e of Rs 384 0 crore I I I  the Celllre'c ARhl prol~osrd in the Cenrral Budpet. 
109f2-c)7 

i P I ~ I L I S I ~ ~ I I . ~ ~  d;ita ~clate, to 26 $1312 fo\ernrlients includi~~p !he National Capital Terntury of Delhi 
- F~gures 1'01- B~hnr. J.lm111u nild Kn\h~lrir and Nasaland relate ro Reiised E s ~ ~ ~ n a t e s  
(n- Cnll~lirise e ~ p r i i d i r ~ ~ ~ e  Re\enuc and Capiral nccourlri and Loans and Advances extcnded hy States. 
it C L > I I , I ) I I \ ~  cornpens:nlon and atslflllnenrs to local hodies and reserve with F1nanc.e Ccpa~lmcllt. 
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Table VIII-6 : Fincancing Pattern of Cross Fiscal Deficit of State Governments 

(Rs crore) 

Fiscal Year Loans from Market Others GFD 
the Central Borrowings (2+3+4) 

Government (net) (net) 

1980-85 
(Average of 5 yrs) 

1985-90 
(Average of 5 yrs) 

1995-96 
(Budget Est~mates) 

1995-96 
(Revised Estimates) 

1996-97 17.475.9 5,287.7 13.733.9 36.497.5 
(Budget Estimates) (47.9) (14.5) (37.6) ( 100.0) 

Note : 1 .  '-' Indicates surplus 

2. Figures in brackets are proportion to GFD. 

3. Provisional data relates to 26 State Governments including National Capital Territory of Delhi 

Table VIII-7 : Combined Deficits of Central and State Governments 
(Rs, crore) 

Year Gross Ner Net Revenue 
Fiscal Fiscal Primary Deficit 

Deficit Deficit Deficit 

1990-9 1 53,580 45.224 26,223 23,871 
(10.00) (8 44) (4.90) (4.46) 

1991-92 45.850 40,369 19,082 21.911 
(7.43) (6.54) (3.09) (3.55) 

1992-93 52,404 46,000 18,180 23,688 
(7.43) (6 52) (2.58) (3.36) 

1993-94 70.952 62.256 29,570 36.528 
(8.86) ( 7  77) (3 69) (4  56) 

1994-95 7 1,640 63.820 21,517 37,185 
(7.58) (6 75) (2.28) (3 93) 

1995-96 80,400 69,538 18,865 -15.560 
(Budget Estimates) (7.67) (6.64) ( 1  .SO) (4.35) 

1995-96 84,335 72,857 23,060 4 1,970 
(Rev~sed Estimates) (7.77) (6 72) (2.1 3) (3.87) 

1996-97 82,896 69.922 10,594 4 I .500 
(Budget Est~mates) (6.66) 1.561) (0.85) ( 3  33) 

Nore : 1 .  Figures in brackets are percentages to GDP at current market prices. 
2. Regard~ng State Governments data relate to the budgets of 26 States includ~ng Nat~onal Capital Territory of Delhi. 
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Table VIll-8 : Trends in Budgetary Deficits and Net RBI Credit to Governments 

(Rs crore) 

Ycdr Budzetary Surplus(+) 1 U e l i c ~ l ( - ) ( S ~  Net R B I  Cred~t  to Go~srnnlenr  (a) 

Centre Srares Total Centre Srales Toral 

I 2 3 4 5 6 7 

I Compris~ng ller c.haligr.\ ~n ( i )  RBI  h o l d ~ ~ ~ f s  of Treasury B ~ l l s .  olher Government Secunlies, ~l lpee-coln\ i n  Issue Department, Ways and 
klenns Ad\allces lo  SI~IZ Governllients and ( i l l  Guvernllient's balances with RBI  so that an increase ~n cash balancer will imply a decline ~n 
I l B I  cred~r ro Go\,ern~nrnr alld vlce x r s a  Data  refer to ful l  fiscal year (i.e, fro111 A p r ~ l  ro March) and take Into account adjustments made at 

th t  rlrnr. o f  iin:~l cl05111e o f  Go\,ernmen! .4ccou11rs. 

S . B~~dgctary d e f i c ~ ~  or surplus 1s measured (a) ~n rhe case of the Central Govelnment by ( i )  net increaseldecrease In uurstanding Treasury Bi l ls 

;iiid (11) V.".'rhdr3\\a1~ f r o n ~  I addirlons ro cash balance>, and (b) in rhe cahe o f  States by ( i )  llct ~ncreaselde~rea~e In rhe R B I  credit In the folrn 
of  hays  and Means Adtancei. (11) decl~ne ~n / add~rions to cash balances, and (111 )  ncr caleslpurchases of securltlrs hzld by States i n  the~r  
Cash Balance In\est!nenl Accou~it 

S \  4 5  per R B I  recold> ~ l t r r  clo,ure ot Go\e~nrnenr Account< 
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Table VIII-9 : Expenditure on Social Sector 

(Rs. crore) 

Centre States Centre and States combined 

lieas Total Expcnditurc: Total Expend~rure Total Expenditure 
Expendi- on Social Exprndi- on Soclill Expendi- on Social 
lure sector t 11 re s ~ c t o r  ture sectur 

Noie . I .  F~purz.; 111 hl-ackets represen1 percentages to respectivr total expendilurc. 

2 F~:ures ior the Cenuc 2nd Stales do no1 add u p  lo the co l lh~ned  posilion due tu ~n re r -po~s rn~ncn ta l  a d j ~ ~ l m e f l t .  

3 .  K e f ; ~ r d ~ n , ~  State Gavel-nrnenls d m  relate to thc hudget of 26 Stares including the Nat~onal Cap11a1 Terr~tory of Delhi 

RE : Rrv~sed  Esl~rnz~le.; BE - Bud_ret Es r~n~arcs .  

I : Budget L)ocu~nenti of  Govt . rn rn~ .~~ t  of 11id1;l a11d State Gover~inients. 
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TABLE VIII-10 : Market Borrowings of the Central and State Governments and Institutions 
Sponsored by the Central and State Governments 

(Rs. crore) 

Gross Repayment Net 
Go\ el nrne~irlAurho~ ~ r y  

1996-97 (BE) 1995-96 + 1993-95 + 1996-97 (BE) 1995-96 + 1994-95 + 1996-97 (BE) 1995-96 + 1994-95 + 

b )  Other hled~unl ~ n d  Lon? 70.019 S 73.425 16,597 6.946 4.046 2 1.798s 29 379 16.597 
Tern) HOITOL\ In:\ C? 

L I 164 Day Trcnsul-! 8111, S 1.875 16.857 1875 8,163 17,080 S -67-88 - 2 7  

2 Stare Go\ern~ntnts  6.536 6.274 5.123 - 343 6.536 5,931 5.123 

3 I~i \ t~rut~i lnr  Sponsored by 
C'rnrr;~l Go\ern~nent 

-I 11~\11ru11ons Sporisorcd hy State 
Go\ ernmenrs 

Grand Total (1+2+3+4) .. 47,802 44,439 .. 14,278 18,121 .. 33,525 26,318 

HE B u d ~ e r  Esr~niate\ 

+ ActunIs as per R B 1.Reco1.ds. 

@ Includes conversion of ~narur~ngTrrasury b~lls  and dared securltles into fresh dated securltles and arnounr raised through othef InsLruments 
\ I /  . Z L ' I ~  Coupon Bonds. Partly Paid Stocks. Float~ng Rate Bonds. etc. 

S For Budget Est~mntes 1996-97 the sum has been assumed under Other Medium and Long Term Borrowings and 364-day Treasuly bills 

Ind~cates net borrowings for SFCs and SLDBs I The State gu'uanteed bodies' borrow~ng programme has been merged w ~ t h  the concerned 
States' bo~.row~ngs w ~ t h  effecr from 1994-95). 

Nor A\,a~lahlr 

S O I I I ( . P  Budget L ) C I C U I ~ ~ C I I I S  of Govrrnnie~~t  ol' India and Rescl-ve Bank of Indla Records. 
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Table \'Ill-11 : Set  Rlarkrt Borrowings of Institutions sponsored by the 
Central and State (;overnnients ant1 Local Auth(irities 

I Inct i tn t ion\  \110115orcd I)! thc Ccnt r ;~ l  ( ; o \ e r n n l r ~ ~ t  1,200.00 775.00 448.38 

3 Indu\111a1 FII~,IIIL.C COI.~)OI~II~)I~ 01 l n d ~ n  

4 E \ ~ n l  H.\lih 

In t lu \~ l~: i I  l<cconst111~111)11 Rank o l  111d1;i 

0 X;rl~c?nal 1l:lnL I ~ I -  AFIIL'LI~I~II~ and Rul.11 Develop~ncn~ 

l i  TI,~I~I\III FIII;IIILT C'O~~III:III~?II uf IIILII~ 

I 0  5II)HI 

17 LEEPCO 

11 In \ t i tu t ion\  Spol lso~.rd I)! Stat r  (;o\crnn~ents 

I  S1:ilr E~~LI I IL I IJ  BO.II.J\ 

7 Slnlt, FIII,IIIL,I:~~ C ~ I - ~ ~ > I - . I I I ~ I ~ $  
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Table VIII-12 : Term Structure of Interest Rates- 
on Central and State Government Securities 

(Per cent per annum) 

Mntur~ty 
( ~ n  years) 

Central Governlnent Securit~es 

1 112 

8 

9 

10 13.85 Q Q  13.75 

13.85 14.00 @ 

State Govern~iient Securltles 

10 13.85 @ 14.00 @ 12.50 @ 

a Upro September 30, 1996. 

6' Pre announced 
X X X  Coupon rare on Government dated stock issued i n  lleu o f  conversion o f  maturing Government dated stock. 

# Auctioned as well as fixed issue coupon rate 

F ~ x e d  coupon rate offered In conversion o f  Treasury bills. 

$ l r n p l ~ c ~ t  yield on Government o f  I n d ~ a  Zero Coupon Bonds. 

+ Interest rare on Government o f  Indla Floating Rate Bonds, 1999 for half years end~ng March 29, 1996 and September 29. 1996. 
*.- Cur of f  yteld offered ~n l ~ e u  o f  convers~on o f  Treasury Bills. 

$ S Irnpl~cit  y e l d  on Government o f  lndla Zero Coupon Bonds and fixed coupon on Government dated stock. 

@ @  Government o f  I n d ~ a  Partly Paid Stock. 

Note . Coupon rates based on Auctions. 

Sorrrce : Reserve Bank o f  l n d ~ a  Records. 



CHAPTER IX 

FOREIGN TRADE* 

Overall Trend 

Reflecting a sustained expansion in rhe domestic 
economic activity and continued liberalisation of 
trade. India's exports registered a surge of 20.9 per 
cent while imports increased by 26.9 per cent in US 
dollar terms during 1995-96. In the pre\!ious year 
export and import growth rates were lower at 18.4 
per cent and 22.9 per cent. respectively. 

Trade deficit in 1995-96 increased sharply on 
account of bulge in oil imports. The trade deficit 
would have been much higher but for strong 
perfot-rnance of non-oil exports. According to data 
from the Directorate General of Commercial 
Intelligence and Statistics (DGCI & S), trade deficit 
increased by US $ 2,215 million to US $ 4,539 
million in 1995-96 from US $ 2,324 million in 1994- 
95. At a disaggregated level, trade deficit on oil 
account alone increased bv US $. 1,583 million from 
US $ 5 3  1 1  million in 1994-95 to US $ 7,094 million 
in 1995-96. As regards non-oil trade, despite the 
upward trend in export growth. the trade surplus on 
non-oil account shrank to US $2,554 million in 1995- 
96 from US $ 3.187 million in 1994-95 and US $ 
3.288 million in 1993-94 mainly on account of strong 
y-owth in imports. Consequently, the surplus on non- 
oil account could coL8er only 36 per cent of deficit 
on oil account as compared to 57.8 per cent in 1994- 
95. and 80.0 per cent 1993-94. 

The $urge in exports by 20.9 per cent reflected 
increase in both the \/olulne and prices. The 
accelel-ated increase in exports was evident in the 
second half. pal-titularly during the months November 
to March 1995-96. In absolute terms, [he monthly 
awl-age \va5 substantially higher during the second 
half of the year at US $ 2.872 million compared to 
US $ 2.468 million during the first half. Exports by 
and large reflected an ascending movement ~vithout 
drifting away fro111 the normal seasonal behwiour in 
a significant manner. Commendably enough, India 
\vas able to attain an accelerated growth rate in spite 
of wealiening of \s~osld economic activity and fall in 
the y-o\\,tli rate of world trade volume (goods and 
services). This has been made possible by a number 
of policy refol-ms such as reduction in import duties 
011 raw materials. capiral goods and equipments and 

reduction in excise duty in order to encourage the 
domestic production. 

The fiscal year 1995-96 with buoyancy in 
dolnestic demand for imports reflected accelerated 
growth of industrial production and rise in overall 
domestic output. Thus, imports at US $ 36,370 
million registered a growth rate of 26.9 per cent in 
1995-96 reflecting a rise of 4 full percentage points 
over 1994-95. Accompanied with high industrial 
activity, the non-oil merchandise imports increased 
by 26.8 per cent to US $ 28.822 million in 1995-96 
from US $ 22,727 million in 1994-95. Petroleum, oil 
and lubricants (POL) imports also reflected a growth 
rate of equal magnitude at 27.3 per cent to US $ 7.547 
million in 1995-96 from US $ 5,928 tnillion during 
the previous year. Although the increase in oil and 
fuel imports at 27.3 per cent was substantially higher 
than the increase of 3 per cent in 1994-95, in terms 
of share in total imports, POL continue to account 
for around 20.7 per cent of the total imports. The 
trade data in brief are presented in Table IX-1 and 
Graph IX- I .  

The export-import ratio which indicates the 
extent to which exports could finance imports, 
recorded a decline from 9 1.9 per cent in 1994-95 to 
87.5 per cent in 1995-96. 

Trade developnlents during the first half of 
1996-97 

The strong export growth recorded during 1995- 
96 could not be sustained in the first half of the fiscal 
year ( April-September) 1996-97. According to the 
provisional data received from DGCI & S, exports 
at US $ 16,140 million rose by 9.9 per cent during 
the first half of the current fiscal year as against a 
rise of 26.4 per cent during the comparable period 
of the previous year. Imports, on the other hand. 
registered a decelerated growth of 5.2 per cent to 
reach the level of US $ 17,953 million as compared 
to a rise of 32.8 per cent during the comparable period 
of rhe previcus year. As a result. the trade deficit 
narrowed down to US $ 1.813 million during the 
period under review and was lower by US $ 567 
million than that of US $ 2,380 million during April- 
September 1995-96. 

Non-oil exports rose by 9.9 per cent to US $ 
15,879 million during the period under review as 
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compared with a rise of 26.7 per cent during April- 
September 1995-96. However. non-oil imports at US 
$ 13.539 million registered a decline of 3.0 per cent 
i n  contrast to a massive rise of 36.8 per cent during 
April-September 1995-96 resulting in higher level of 
non-oil surplus at US $ 2,340 million which was 
more than outweighed by deficit on oil account at 
US $ 4,153 million. POL imports, which constituted 
around 25 per cent of total imports during this period, 
showed a rise of 41.8 per cent to US $ 4 , 4  14 million 
as compared to a rise of 17.5 per cent during April- 
September 1995-96. 

Composition of Exports in 1995-96 

One of the redeeming features of 1995-96 has 
been the strong recovery of primary exports rising 
by 39.3 per cent in 1995-96 after a small increase 
of 6.1 per cent in the previous year (Table IX-2). On 
the other hand, the 16.0 per cent growth registered 
by the manufactured exports during 1995-96 fell short 
of the 32.5 per cent increase witnessed in the 
preceding yeas. The superior growth perforlnance of 
primary exports resulted in a compositional change, 
:IS the share of manufactured goods i n  total exports 
declined from 77.5 per cent to 74.4 per cent between 
1994-95 and 1995-96 while that of primary exports 
went LIP fsoln 19.8 per cent to 32.8 per cent. In terms 
of incremental  expor t s ,  while the share  of 

manufactured goods contracted from 91.5 per cent 
during 1994-95 to 59.5 per cent in 1995-96, that of 
primary exports expanded from 7.3 per cent to 37.3 
per cent, reflecting a structural change in exports. 

Reflecting the trend in overall growth of 
manufactures, exports of almo\t all the major 
manufactured items recorded decelerated growth rates 
over those achieved during the previous year. 
However, export growth had been more even across 
the major manufactured commodities, natural silk 
yarn, fabrics and made-ups being the only exception 
to witness a absolute decline in their export earnings. 
Thus, during 1995-96 engineering goods registered 
the highest growth of 24.6 per cent, followed by jute 
manufactures (23.6 per cent), chemical and allied 
products (20. I per cent), cotton yarn, fabrics, made- 
ups ( 1  5.7 per cent), handicrafts ( 15.0 per cent) and 
coir and coir manufactures (14.5 per cent). 

Responding to the special incentives given to 
foster primary exports in the post-reform period, 
various items under this category registered high 
growth rates during the year under review. Contrary 
to the export performance of manufactured goods, 
most of the primary exports during 1995-96 surpassed 
their growth performance in the previous year. 
Among the primary commodities. the highest growth 
wils registered by sugar and molasses (660.1 per cent) 
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followed by rice (254.5 per cent), processed fruits, 
juices and miscellaneous processed items ( I  3 1.7 per 
cent), meat and meat preparations (46.1 per cent) and 
raw cotton including waste (38.4 per cent). However, 
marine products and cashew kernels were the only 
groups which suffered absolute decline of 10.2 per 
cent and 7.3 per cent respectively in their level of 
exports. The decline in the export earnings of marine 
products which remained the most important primary 
export item for the last four years, may be viewed 

L 

against i n  the background of stiff competition in 
major markets like Japan and USA. A favourable 
development which has accelerated primary exports 
is the sharp increase in the level of exports of tea, 
coffee, rice, tobacco and cashew nuts to Russia. The 
rice export which has been identified by the Ministry 
of Commerce as an "extreme focus item" for export 
promotion, registered an impressive rise of 254.5 per 
cent and thereby contributed nearly half of the 
incremental exports of primary products. An increase 
of about I .000 times in the exports of non-basmati 
rice during the year under review over the previous 
year has largely been in response to the ren~oval of 
the stipulation of minimum export price on these 
iterns in 1994-95. 

Changes  i n  the quantum and unit value 
realisation i n  US dollar of some of the ma-jor export 
items during 1995-96 over 1994-95 indicate that 
while the growth in manufactured exports has been, 
in general. due to improved performance in both 
quantum and unit value, those of primary products 
accrued mainly from the rise in quantum. Apart from 
1-3\11 cotton including waste and marine products, the 
quantum of all other agricultural exports registered 
positive growth. The unit value realisations, however 
showed a fall for sugar and molasses. cashew kernels, 
marine products and spices (Table IX-3). Following 
the spurt in the proportion of non-basmati variety in 
the total rice exports, there has been a marked fall 
i n  unit value realisation of rice exports. 

Statement 2 12 appearing in the Report on 
Currency and Finance Vol. 11 gives the details of 
exports of selected comlnodities to principal 
countries. India has recovered a m~ijor portion of the 
market of the erstwhile USSR which was lost after 
the disintegration of that country. In particular, India's 
agricultural exports like tea, coffee, unnlanufactured 
tobacco, cashew kernel have registered a major boost 
in the CIS during 1995-96 over the preceding year. 
Industrial countries, particularly the USA. Ger~nany, 
the UK and Japan remain the maJor destinations for 
mo\t of India's major industrial exports including 

leather and leather manufactures, gems and jewellery, 
chemicals and allied products, engineering goods and 
textile products. Even in the case of agricultural 
exports like coffee, spices, cashew kernels and marine 
products, the above countries provided the largest 
markets. In recent years, some of the h g h  performing 
East Asian economies have emerged as important 
trade partners of India. This trend was further 
reinforced during 1995-96. In particular, a spectacular 
rise in rice exports to Indonesia, expansion of 
engineering exports to Singapore, Hong Kong and 
Malaysia and fast pace of expansion of gems and 
jewellery exports to Singapore and Thailand during 
the year under review merit a special mention. India's 
exports to some of the middle eastern countries like 
Saudi Arabia, the UAE and to some extent Israel have 
shown impressive growth during 1995-96. 

Composition of Imports 

The import surge registered in 1995-96 was 
shared by both bulk and non-bulk imports, the former 
rising by US S 2,888.5 million and the later by US 
$ 4,826.7 million. In terms of growth rate, increases 
of bulk and non-bulk imports over the preceding year 
were evenly posed at 25.5 per cent and 27.8 per cent, 
respectively. Consequently, the shares of bulk and 
non-bulk imports in the overall imports changed only 
marginally from 39.5 per cent to 39.1 per cent and 
60.5 per cent to 60.9 per cent, respectively between 
1994-95 and 1995-96 (Table IX-4). 

Among the bulk imports, edible vegetable oil 
registered the highest growth of 228.3 per cent 
followed by paper, paper board and manufactures 
thereof (91.0 per cent), crude rubber including 
synthetic and reclaimed (81.2 per cent), fertilizers 
(52.9 per cent). pulp and waste paper (35.8 per cent) 
and petroleum, petroleum products and related 
materials (27.3 per cent). It may be noted that more 
than 90 per cent of the increase in imports of bulk 
items between 1994-95 and 1995-96 resulted from 
the increases in the imports of three items - petroleum 
products, fertilizers and edible vegetable oil. The rise 
in the value of imports of oil and petroleum products 
were largely caused by the increase in quantum of 
petroleum oil and rnarginally by rise in oil price. The 
recovery in fertilizer consumption during 1995-96 
pushed up the demand for import of fertilisers. 
Further, among the fertilizers, the potassic variety for 
which India is almost entirely import dependent, 
witnessed the fastest growth in consumption resulting 
in escalation in fertilizer imports for the last two 
years. In the case of edible vegetable oil, even though 
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the per capita availability declined over the previous classified into four broad categories : (a) Organisation 
decade. the demand for i t  increased in line with the for Economic Co-operation and Development 
increase in population and unfavourable domestic (OECD) countries; (b) Organisation of Petroleum 
production conditions pushed up the imports of these Exporting Countries (OPEC); (c) Eastern Europe; and 
products by more than 12 times over the last two (d) Developing Countries. 
years. 

Arnong the non-bulk imports, manufactures of 
metals registered the fastest growth of 56.9 per cent 
followed by electrical machinery (47.0 per cent), non- 
electrical machinery (45.1 per cent), professional and 
scientific instruments etc. (34.6 per cent) and artificial 
resins and plastic materials etc. (34.4 per cent). With 
the exception of transport equipment, imports of all 
other components of ca,.ital goods registered 
considerable increases during 1995-96. This may be 
regarded as mainly reflective of the ongoing process 
of expansion and modernisation of the Indian 
industries. The varying rates of growth of various 
imported products over the years have resulted in a 
chanse in the composition of imports. The bulk items 
with a share of 44.8 per cent in total imports in 1991- 
92. accounted for much lower portion at 39.1 per cent 
in  1995-96 whereas the share of non-bulk items rose 
from 55.2 per cent i n  199 1-92 to 60.9 per cent in 
1995-96. In the category of non-bulk imports, capital 
goods in terms of share, have gained a substantial 
rise to 28.0 per cent from 21.8 per cent, whereas 
pearls. precious and semi-precious stones have hillen 
from nkre  than 10 per cent to 5.7 per cent during 
the same period. 

Volume and unit value payment of some of the 
important imports have been presented in Table IX- 
5. It rnay be noted that with the exception of cereals 
and cereal preparations and iron and steel, the unit 
value payment of all other imports showed marked 
increases between 1994-95 and 1995-96. On the other 
hand, the volume of various other imports including 
cereal and cereal preparations,  pulses,  non- 
manufactured fertilizers, pulp and waste paper, sugar, 
crude rubber including synthetic and reclaimed and 
synthetic and regenerated fibers registered declines 
during the year under review. suggesting a rise in unit 
value payment rather than increase in import volun~es 
adding to the value of imports during 1995-96. 

The fiscal year 1995-96 was characterised by 
a turnaround in the trade balance with the OECD 
group of countries resulting from the surge in imports 
from the European Union (EU) and North America. 
The OECD countries continued to remain the 
principal trading partners accounting for about 54.0 
per cent of India's total trade (zxports plus imports), 
followed by the Developing countries with a share 
of 26.6 per cent. The shares of OPEC and Eastern 
Europe were 14.3 per cent and 4.4 per cent,  
respectively during 1995-96 (Table LX-6). Underlying 
this broad trend is the directional shift in India's 
foreign Trade. Although the OECD countries 
remained the principal destination for India's exports, 
their share in India's exports declined from 58.7 per 
cent in 1994-95 to 55.6 per cent during 1995-96 (3.1 
percentage points). This was due mainly to shrinkage 
in the shares of the European Union (EU), North 
America, and Asia and Oceania from 26.7 per cent, 
20.1 per cent and 9.2 per cent in 1994-95 to 26.4 per 
cent. 18.3 per cent and 8.3 per cent, respectively, 
during 1995-96. Asia increased its share to 22.9 per 
cent i:! 1995-96 from 21.7 per cent in 1994-95. 

Asia is becoming an important market for Indian 
goods as the share of this region in total exports has 
risen from 13.1 per cent in 1980-81 to 22.9 per cent 
in 1995-96. The OPEC and Eastern European 
countries showed a similar trend in their shares from 
9.2 per cent and 4.0 per cent in 1994-95 to 9.6 per 
cent and 4.2 per cent, respectively, in 1995-96 but 
their importance for India has gone down if seen over 
a long period. It would be seen from Table LX-6 that 
India is losing the ground in these markets as the 
shares of OPEC and Eastern Europe declined from 
1 I .  1 per cent and 22.1 per cent in 1980-8 1 to 9.6 per 
cent and 4.2 per cent respectively in 1995-96. Of 
particular significance is the increasing importance 
of the 'Developing countries' as destination of India's 
exports in recent years. During 1995-96, the 
'Developing countries' share in India's exports 

Direction of Trade . 
increased to 28.9 per cent from 26.5 per cent in 1994- 
95, and 17.1 per cent in 1990-91 indicating the 

The direction of India's foreign trade remained directional shift i n  India,s North to 
broadly unchanged during 1995-96. By and large, the South, 
industrial market economies belonging to the OECD 
group of countries continued to serve as principal As regards imports, the OECD countries 
market for India's exports as well as major source remained the principal source of imports with an 
of India's imports. India's trading partners have been increased share of 52.3 per cent in 1995-96 from 51.4 
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per cent in 1994-95, which is attributable to a pickup 
in the share of EU and North America, the two largest 
trading partners within the OECD group. An 
important development, however, has been that over 
the longer period the share of OECD shrank from 
57.2 per cent in 1990-91 to 52.3 per cent in 1995- 
96. Another directional change in India's imports is 
that the value as well as the volume of imports from 
Eastern Europe have been rising. Consequently, their 
share has gone up from 3.4 per cent in 1994-95 to 
4.5 per cent in 1995-96, while the Developing 
countries witnessed a marginal rise from 24.1 per cent 
to 24.3 per cent during the same period. As regards 
the OPEC, their share declined from 21.1 per cent 
in 1994-95 to 18.9 per cent in 1995-96. 

Trends in Quantum and Price Indices 
The index numbers of quantum and prices of 

India's exports and imports have been presented in 
Statements 208 and 209 respectively of Vol. 11. On 
a financial year basis these indices are available up 
to 1994-95. At the aggregate level, India's export 
prices on an annual average basis, increased by 16.9 
per cent and 13.8 per cent during the '80s and '90s 
respectively. The corresponding changes in unit value 
of India's imports showed an increase of 10.0 per cent 
and a decrease of 1.4 per cent, respectively. The 
quantum index of exports on an annual average basis, 
increased by 8.0 per cent and 10.2 per cent during 
the '80s and '90s, respectively. India's import 
quantum increased by 7.3 per cent during the '80s 
and by 24.7 per cent during the '90s. Therefore, it 
may be observed that the price situations facing 
India's exports and imports have softened in the 
'nineties over the 'eighties while the growth of export 
and import quantum have increased in the later period 
over the former. Both decrease in the growth of prices 
and increase in quantum during the 'nineties have 
been more marked for imports than exports (Graph 
- IX-2). It may be noted that since early 'nineties, a 
number of commodities which have registered 
considerably high increases in quantum of exports . 
and have also witnessed marked rises in import 
quantum indicat ing thereby the augmented 
interrelationship between India's exports and imports 
under the present out-ward oriented trade regime, 
belong to the categories of machinery and transport 
equipments and miscellaneous manufactured articles. 

Movements of quantum and unit value indices 
of exports and imports between 1992-93 and 1994- 
95 indicate certain deleterious tendencies which 
might call for close attention. In the first place, though 
the growth rate of both export and import quantum 

indices at 10.5 per  cent  and 30 .0  per cent ,  
respectively, show positive increases, the rate of 
growth in export quantum, however, has fallen far 
short of that of import. India, being a relatively small 
trading nation, has little maneuverability in the 
determination of world prices. It is, therefore, 
imperative to maintain the import levels in line with 
economic fundamentals so as to eschew adverse 
impact of an unwarranted expansion in import on 
balance of payment. Secondly, on an annual average 
basis between 1992-93 and 1994-95, while the unit 
value index of India's exports registered a rise of 5.8 
per cent, that for imports witnessed a decline of 8.3 
per cent. The fall in unit value of imports of India 
can partially be attributed to the change in the 
composition of imports and improvements in 
productivity in the countries supplying imports to 
India. Alternatively, given the general buoyancy of 
world trade and prices, a decline in import prices 
during the 'nineties also may indicate the possibility 
of undervaluation of imports and/or dumping. If such 
disturbing possibilities can not be ruled out even 
under a closer examination, the country may need 
to take corrective measures like pre-shipment 
inspection or anti-dumping measures to eliminate the 
harmful effects on the domestic economy. 

Developments in Trade Policy 

Reforms in the trade policy and procedures 
ushered in by the Export and Import (EXIM) Policy, 
1992-97, and various amendments to i t  have sought 
to impart greater transparency in the export and 
import policies and procedures,  to phase out 
quantitative restrictions in the form of licensing and 
other discretionary controls and to make the Policy 
progressively more domestic-supplier friendly. 
Following the above set  object ives ,  various 
simplifications and revisions to the EXIM Policy, 
1992-97 in the terminal year of its operation were 
announced in March, 1996 which essentially attempt 
to deal with operational problems so as to sustain the 
momentum of export growth. Important export 
control/promotion measures and import control 
measures announced during 1995-96 are covered in 
Appendix I and 11. The highlights of the simplification 
and revision announced in March 1996 are spelt out 
below : 

1. Export Promotion Capital Goods (EPCG) 
Scheme 
The EPCG Scheme was enhanced by inclusion 

of "mining" in the definition of manufacture for the 
purpose of the EXIM Policy. Further, the limit of 
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maintenance spares importable under the EPCG 
Scheme was enhanced from 10 per cent to 20 per 
cent with imports being allowed during the validity 
of the period for fulfillment of the export obligation. 

2. Duty Exemption Scheme 
Goods exported under the Duty Exemption 

Scheme (DES) were allowed to be reimported in the 
same or substantially in  the same form subject to such 
conditions as may be specified from time to time. 
Exemption from payment of additional customs duty, 
earlier available only to manufacturer-exporters 
holding non-transferable Actual User Quantity Based 
Ad\,ance Licences, has been made available to 
merchant exporters having similar licences with 
similar conditions. 

The benefit of flexibility to import a sensitive 
item available under Value Based Advance Licence 
i n  excess of the quantity or value indicated against 
it up to an extent of 20 per cent of the quantity or 
value indicated, as the case may be, has been made 
admissible under an Advance Intermediate Licence. 
Further. the facility of duty free import of raw 
material under Special Import Licence has been made 
available for supplies made to United Nations or other 
niultilateral agencies and paid for in foreign 
exchange. 

To make the Policy more domestic supplier- 
friendly, deemed exports under Advance Intermediate 
Licence have been brought under the umbrella of 
Special Import Licence (SIL). Further, to enable 
exporters to reach the customers in time which in turn 
may help them in getting higher proceeds for their 
products, exports under Advance Licences to 
designated warehouses abroad have been permitted. 

3. Export Oriented Units (EOUs)/Export 
Processing Zones (EPZs) 

Supplies from one EOUIEPZ unit to other EOUI 
EPZ unlt shall now be counted towards fulfillment 
of the export obligation subject to the condition that 
such suppl ies  undergo  fur ther  process ing1 
manufacturing before these are exported. It has also 
been provided that EOUIEPZ units which have 
acquired the I S 0  9000 (series) or ISAS0 9000 (series) 
or any other similar internationally recognised 
certification of quality shall be entitled to Special 
Import Licence (SIL) at the rate of 2 per cent of their 
exports (but not including deemed export) made with 
the aforesaid quality certification. 

4. Pass Book Scheme 
The Pass Book Scheme has been further 

streamlined. Exporters have been allowed to exercise 
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their option to pay the additional customs duty either to 50 per cent accompanied by the reductions in rates 
through debits in their Pass Book or in cash and later in various sectors of the economy. These measures 
claim Modvat or Drawbacks as the case maybe. were expected to contribute to industrial growth and 
Similarly, exporters can use the credit in the Pass brought about greater transparency. 
Book for payment of duty and additional custonis 

Encouraged by the buoyancy in industrial duty against import of capital goods as well as 
activity while also keeping in view the twin imports against Special Import Licences (SILs). 
objectives of making the domestic industry globally 

5. Re-exports 

Goods including those in the Negative List of 
Imports  or  Negative List  of Exports  (except 
prohibited items in either List) have been allowed 
to be imported for re-exports without a licence subject 
to the conditions that : 

(a) there is a niinimuni value addition of 10 
per cent; 

(b) the goods shall be imported under Customs 
bond; 

( c )  import and re-export shall be made from 
the same Customs bonded premises; and 

(d)  the goods shall not be taken outside the 
Customs bonded premises. 

6. Reintroduction of Regional Advance 
Licensing Committees 

The concept of Regional Advance Licensing 
Committees have been reintroduced with il view to 
provide licences to exporters and redressal of their 
grievances quickly arid at their doorsteps. The Zonal 
Joint Director General of Foreign Trade can now 
dispose of cases where the c.i.f. value is up to Rs.3 
crore and where the input-output norms have been 
fixed. At the regional level. the Joint Director General 
of Foreign Trade can dispose of cases where the c.i.f. 
value is up to Rs.50 lakhs. Further, the Regional 
Advance Licensing Committee (RALC) can issue 
licences under the EPCG Scheme up to a c.i.f. value 
of Rs.1 crore. and the Zonal Advance Licensing 
Committee (ZALC) can issue EPCG licences up to 
a c.i.f. value of Rs.5 crores. The decentralisation of 
powers has been expected to greatly facilitate 
exporters. They need not apply to the headquarters 
for licences below the value of Rs.5 crores. 

7. Rationalisation of Tariff Structure 

One of the important aspects of the trade 
reforms relates to moderation and rationalisation of 
the tariff structure with a view to improving 
competitive efficiency of domestic industries. Toward 
this end. the Union Budget for 1995-96 had effected 
reduction in the peak rate of duty from 65 per cent 

competitive and providing it with a reasonable level 
of protection in the transition period, the Union 
Budget for 1996-97 effected measured and calibrated 
steps in the matter of customs duty. To provide a 
boost to the chemical industry, the rates of duty on 
crude oil and bitumen were reduced from 35 per cent 
and 30 per cent to 25 per cent and 10 per cent, 
respectively. For chemicals, both organic and 
inorganic, the rate of duty was reduced from 50 per 
cent to 40 per cent, while for petrochemical building 
blocks, the duty rates were unified at 10 per cent. In 
order to modernise and provide an environment 
conducive to growth to the textile industry, rges of 
duty on rayon grade wood pulp and acrylonitrile were 
reduced from 25 per cent and 20 per cent to 5 per 
cent and I0 per cent, respectively, while for DMT, 
PTA and MEG and artificial and synthetic fibres. the 
rates of duty were reduced from 35 per cent and 45 
per cent to 25 per cent and 30 per cent, respectively, 
accompanied by a unification of the rates of duties 
on nylon filament yarn, polyester filament yarn and 
viscose filament yam from 45 per cent and 40 per 
cent to 30 per cent. With a view to foster better 
utilisatiori of installed capacity in the energy sector. 
the rates of duty on non-coking coal and coke were 
reduced from 35 per cent and 25 per cent to a uniform 
rate of 20 per cent, while in the case of plastics 
industry, the duties on plastic and articles of plastics 
were reduced from 40 per cent and 50 per cent to 
30 per cent and 40 per cent, respectively. 

With a view to fostering competitiveness in  
downstream industry, especially capital goods. rates 
of duty in the inetals industry were reduced for all 
metals including wrought and unwrought nickel and 
aluminium, while for machinery such as signaling and 
safety equipment for railways, airports, seaports, etc., 
the rate of duty was reduced from 50 per cent to 25 
per cent. Rationalisation and reduction in rates of duty 
were a lso  ef fected in respect  of e lec t ronics ,  
te lecomnlunicat ions ,  medical  equipments ,  
photographic equipments, sports goods and edible oils. 

With the objective of stepping up investments 
in infrastructure for  fostering production and 
enhancing competitiveness, a special customs duty of 
2 per cent was levied on all imports except those that 
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carry nil rate of duty or are imported at nil rate of 
custom duty for export production under the various 
duty free licences. This levy, however, will not be 
applicable to gold and silver imported by eligible 
passengers or under Special Import Licences (SILs). 

Other Measures 

Given the importance of export finance for 
export promotion, the credit policy was geared to 
providing increased availability of export credit in 
time at reasonable rates of interest for maintaining 
the competitiveness of exports. Under the monetary 
and credit policy for the first half of 1995-96 
announced in April 1995, banks were provided export 
credit (rupee) refinance to the extent of 100 per cent 
of the increase in export credit over the monthly 
average level of 1992-93. With regard to the post- 
shipment export credit (PSCFC) scheme. with effect 
from April 18, 1995, the interest rate on PSCFC was 
raised by one percentage point from 6.5 per cent to 
7.5 per cent, while the interest rate on refinance under 
the PSCFC scheme was raised by one percentage 
point from 5.5 per cent per annum to 6.5 per cent 
per annum. Subsequently, The PSCFC scheme was 

terminated with effect from February 8, 1996 and as 
such no further drawals have been permitted under 
the scheme. Under the Exchange Earners' Foreign 
Currency (EEFC) accounts, authorised dealers nrere 
advised to permit remittances out of funds held in 
the EEFC accounts for making bonafide payments 
of the account holders in foreign exchange connected 
with their trade and business related transactions. 
These transactions should be of a current account 
nature without any restrictions. However, in the case 
of remittances of agency commission on exports, 
approval of the Reserve Bank would be necessary if 
the rate of commission exceeded 12.5 per cent of the a 

invoice value of exports. With regard to the post- 
shipment export rupee credit scheme, with effect from 
February 8, 1996, the interest rate on such credit for 
over 90 days and up to 180 days from the date of 
shipment has been freed and banks have been given 
freedom to determine the interest rate on such credit. 
To give a boost to their export efforts. effective March 
I ,  1996, imports of capital goods under the EPCG 
Scheme, all imports by EOUs and EPZ units, and all 
imports under Advance Licences have been exempt 
from the 25 per cent interest rate surcharge on import 
finance effected on February 8, 1996. 
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Table 1X-1 : India's Foreign Trade 

(US S million) 

1. Export 

POL 

11. Import 

011 & POL 

Non-o~l 

111. Trade Balance 

Oil Balancc -7.094 -5.51 I -5.356 -5,624 -4,549 

Non-o~l Balance 2.5S-l 3.187 4,288 2,279 3.404 

1 - I I F~zures In bl-ackels rtlare to percerltagr varlallon over the prcvlous )ear. 

2)  For data 111 ruper. rrrnl please refcr 10 Vol. 11 

P - v1-0\ 151o11iIl. 
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Tahle 1X-3 : India's Exports F'olurne and Unit Value Kralisatian of Principal Cornn~ndities 

I. I ' r i r l~ary goods 

.A. - \gr i ru l t l l rc  and allied products 

ot  tl 1/11 I/ : 

Tc.1 

ClllI'<c. 

K ~ i t  

11. h l a ~ ~ ~ ~ f a c t u r e d  goods 

01 11 I l l<  11 

M11l k z \  

I\IlII. Lf5 

Tho11 lonllrs 

Thuu lulincs 

X11ll k;s 

1 h~ lu ,  lonnes 

Tl~ou ,  1onnt.r 

Thou Innnrs 

Thou lonnci 

TI~ILI  lonnrs 

151.5 

128.5 

891 1 0 

70.8 

5 3  7 

SO 3 

Iii 0 

4. 150.8 

320 9 

i I .  I 

h l i l l  hgs 118 2 178 2 1.006 0 1.302 5 

TIIO~I 1on11c5 I XI1 I 1.962 0 201 X 348 X 

Ln l h  l u n i ~ c \  2 I 2 -! 7 1 7  1 77 . j  X 
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Table IX-J : India's Imports ol' Principal Commodities 

(US 5  nill lion) 

I 1 - 3 4 5 6 

I .  I%ulk imports 8,693.7 9,829.7 9,124.7 11,320.4 14,208.9 

( 1 1  1 1  1111 li (44 8 )  (44  9 )  (39  2 )  ( 39  5 )  (39 1 1 

I'III\T\ 103 6 1 1 5 5  180.7 188.8 188.6 

F L , I ~ I ~ I ~ ~ I \  9-74 3 977 7 S38.7 1.052 4 1.609 6 

\~';clahlc. i r l l ~ .  i ~ \ c . J  c i l~ l i l c .  I 0 0  5 57 6 53.1 I 9 8  S 6S2 7 

PJ~ '~ ' I .  papel hosrd\ 31id I I ~ ~ ~ U ~ : I C I L I I ~ ~  1hele01' 197.9 177 2 221 9 246 2 4 7 0  i 
d 

Z~L ' IA I I I~~I IOLI  ole\ .  11151:11 scrap. L~IL 476 6 663 6 442 4 748 1 785 5 

I'CIIIIICUIII I ~ C I ~ ~ ~ ~ C U I I I  ~ I . O ~ U C I S  ;lnd 

I ~ I J I ~ ( I  II~~IL.II.II\ 5.363 6 h . 1 0 0  0 5.753.5 5.927.7 7,547 4 

F'LII~ c ~ ~ ~ d  \ \ ' I \ I ~  ~;IIXI 121 2 141.2 158 6 202 3 2 7 1  c) 

1 1 i 1 1 i  ~ 1 1 d  \ILYI 891 7 778 h 795 0 1.163 6 1,478 S 

~LI;.II - - - 727.1 55.6 

\ ~ I I  ICI IIJLI\ 1iie131\ 740 6 394.8 479 2 7 17.9 907 1) 

Cl l i t l ~ ,  1~1hh.1 IIIIL~UI~III: \ ~ I ~ I ~ C I I L  311d I C C ~ ~ I I I I L ~ ~  73 8 40  0 I 0 9  0 118.1 214 I 

, \OIL - -  1 1  F-I~LIIC, 111 ~ I : ILL~I \  ~-epr<,se~~l ~ ~ I ~ C I I I ~ L ; ~  l o  1vl:~l IIII~UIIS 

2 1  Fo r  dL1l.1 111 I U I ~ C C  tc1-111\ pIcLl7e ICIVI I(> \'oI I1 

- I I ICI~I\ I \? 0 1  ~.ICL.IIOIIIC\ 2nd LIJIII~)LIIL,I \~I~I\\LII.C 

-+ - I l l ~ l l l > l \ C  01 1~ l : ~~~ I l l l l c  lClC>l\ 

I] - l j l t l \  1~11~1131 
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Table IX-5 : India's Import Volume and Unit Value Payment of Principal Cornn~odities 

C o n ~ r ~ w d ~ r y  group 

-- 

Payment per ~ ~ l i t  
U n ~ r  of Quantum (S per lonne) 

quantity 

1994-95 1995-96 P 1994-95 1995-96 P 

I. Bulk  Imports 

Cel-rals and cereal preparc~tion Thou. tonnes 71.8 60.2 409.5 393.7 

o/ II,/IIL./I : 

Wheat Thou, tonnes 0.5 - 200.0 - 

K ~ c e  Thou tonnes 7.0 - 185.7 - 

Pulse5 

Fertilizers 
of \ l . I l l t  I1  : 

Crude 

Thou, tonnes 554 2 449.5 340.7 419.6 

Thou. tonnes 2.570.1 

Sulphur and unroasted ~ r o n  pyrlres Thou ronnes 1,600.6 

h1311ufactur~d Thou. ronnes 4.626.9 

Vegetable 011s. flxed, ed~ble Thou. tonnes 346.8 

Paper. paper boardc and manufactures thereof Thou, ronnes 358.8 

Pulp and uasre papc~ Thou, ronnes 596.5 

Iron and steel Thou, tonnes 2,183.9 

Sugar Thou. tonnes 13,933.9 

Crude ruhher ( lnclud~ng synthetic and reclaimed) Thou, tonnes 76.0 

11. Others 

Synrhetlc and regenerared fibre Thou. ronnes 82.6 71.2 1.711.9 2.082.9 

P - Pro! isional 
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Tahle IS-6 : Dircction of India's Foreign 'Trade 

(US S ~ n ~ l l l o ~ , )  



CHAPTER X 

BALANCE OF PAYMENTS AND INTERNATIONAL FINANCE* 

I. Balance of Payments 

The balance of payments outturn during 1995- 
96 mirrored the performance of the real economy 
and developments in financial markets. The surge 
in domestic demand triggered by an acceleration 
of real activity above trend levels spilled over into 
a sharp increase in import payments. A strong 
\~olume eipansion provided the engine for a robust 
export performance for the third year in succession, 
even in the face of some deceleration in world trade 
growth. The second half of the year witnessed the 
onset of volatility in the foreign exchange market 
as well as in the short end of the domestic money 
market. Perverse expectations regarding the external 
value of the rupee led to a withholding of export 
proceeds and an acceleration of import payments. 
A s  a result of these diverse developments, the trade 
deficit nearly doubled over the preceding year and 
despite a distinct iniprovernent in net invisible 
receipts. the current account deficit widened, in 
terms of its ratio to GDP. from subdued levels in 
the preceding two years, to a level more appropriate 
with the growth of the economy. Capital flows were 
considerably lower than in the preceding two years, 
reflecting the bearishness exhibited by the financial 
markets. a gradual withdrawal of policy restrictions 
earlier imposed and a reduced reliancc on debt 
creating flows. Although direct foreign investment 
flows and deposits under non-resident deposit 
schemes were buoyant, net capital flows taken 
together could not meet the financing requirement 
created by the expansion in the current account 
deficit. As a consequence, the foreign exchange 
reserves had to be drawn down almost continuously 
during the year up to February. 1996. At the end 
of March 1996, the foreign exchange reserves stood 
cover for about six and a half months of imports 
as against nine and a half months of imports at the 
end of March 1995. 

Merchandise Trade 

The pressure of excess demand, exacerbated 
by speculative market conditions, was reflected in 
the widening of the merchandise trade deficit from 

" The material contained in this Chapter is based on the 
infommation available t i l l  the end of September. 1996. 

US $ 4,983 million ( I  .7 per cent of GDP) in 1994- 
95 to US $ 8,945 million (2.8 per cent of GDP) in 
1995-96. Areas of intrinsic strength, however, were 
clearly visible (Tables X- 1 and X-2). Export growth 
at 20.9 per cent characterised the third successive 
year of robust growth. In these years, the volume 
growth of exports is estimated to have averaged 
around 15 per cent. The share of exports in GDP 
rose from 6.2 per cent in 1990-91 to 10 per cent in 
1995-96. In the ultimate analysis, i t  is the ability 
of an economy to expand its foreign exchange 
earnings at a rate well above that of servicing its 
liabilities that measures the sustainability of its 
external accounts. It is in this context that the rising 
share of exports in GDP augurs well for the health 
of the balance of payments. During the period 
October 1995 to February 1996, however. the 
formation of unidirectional downside expectations 
relating to the exchange rate resulted in exporters 
delaying the repatriation of proceeds by sending 
export bills on collection rather than by negotiating 
them with banks. As a consequence, data on export 
bills brought to banks fell short of data on physical 
shipment of exports recorded by the DGCI&S and 
this shortfall was recorded in the capital account 
of the balance of payments as the build up of assets 
abroad. The provisional data of the DGCI&S 
indicate a well dispersed pattern of export growth. 
Exports of manufactures rose by 16 per cent and 
provided the mainstay of the export expansion. 
Exports of agricultural and allied products 
benefitted from the improvement in the terms of 
trade for the agricultural sector brought about by 
policy initiatives and registered an impressive 
growth of 43.9 per cent. 

The rebound in industrial output which took 
root in the second half of 1994-95 and continued 
into 1995-96 was the major factor underlying the 
surge in imports during 1995-96. Besides the stock 
piling of raw materials and intermediates which 
rose by 25.5 per cent, there was a large growth of 
33.4 per cent in imports of capital goods. Imported 
inputs for export production also recorded a sharp 
rise of 21.4 per cent and supported the ongoing 
robust export performance. Imports of POL rose 
by 27.3 per cent reflecting a moderate hardening 
of international crude oil prices as well as an 
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augmentation in the quantity of imports due to a 
spurt in  the rate of domestic consumption during 
the year. The volatility in the foreign exchange 
market impacted upon import payments. In 
anticipation of continuous depreciation of the rupee, 
importel-s not only effected larger amounts of 
advance payments but also accelerated actual import 
orders to avoid exchangz rate risk. While the 
esrimated ad\.ance payments were recorded in the 
c~~pi ta l  accou~it ;IS the creation of assets abroad, 
acceleration of :~ctual imports was recorded i n  the 
i~ierch~~ndiw trade account. resulting in a rise in 
imports not covered by the DGCI&S, being in 
excess of US S 5.000 million. 

Invisibles 

With the iristitution of fundamental regime 
changes as part of structural refor~ns, the invisibles 
account has reemerged as a strong source of support 
to the balance of payments. Since 1991-92, 
surpluses on the invisibles account have offset, on 
an  a\,erage. 43 per cent of the trade deficit. In 1995- 
96. the surpluh on the invisible account rose sharply 
from US S 2.349 million (0.8 per cent of GDP) to 
US S 3.51 I million ( 1 . 1  per cent of GDP) (Table 
X-3 1. 

The ,aronrth of invisible receipts continued to 
be buoyanr during the year although somewhat 
lower than ~n 1994-95. Travel receipts rose sharply 
by 35 per cent during 1995-96. markins the revival 
of tourist interests in Indiil after a gap of 3 years. 
Receipts under transportation and insurance grew 
in  line wirh merchandise exports to which they are 
linked. Furthermore, ~niscellaneous receipts which 
mainly comprise earnings on account of services 
related to the export of technology recorded a 
siz~iificant increase. amounting to US $ 1,981 
million i n  1995-96 as against US $ 1.677 million 
in  1994-95. There was also an appreciable increase 
under investnient income receipts reflecting 
earriinp on the deployment of foreign currency 
assets. TIie most heartening feature of the buoyant 
performance of invisible receipts during 1995-96 
was the continuing surge in private transfers for 
the third year in succession. The robust growth in 
these receipts. which are mainly remittances from 
expatriate Indians. may be viewed as a response to 
rhe changes i n  the exchange and payment regime. 
Moreover. rfiere is evidence to suggest that changes 
have been occurring in the source pattern of these 
earning3 in  t'avour of industrial countries and away 

from the Middle East which has been the traditional 
market for India's labour exports. 

Invisible payments rose in line with their 
underlying trend; the moderate step up in these 
payments has, however, been well below 
expectations of outflow in the wake of liberalisation 
in current payments. While payments under travel, 
transportation. insurance and miscellaneous 
recorded moderate increases during 1995-96, rhere 
was a bharp rise in investment income payments 
due to higher interest payments on external 
borrowings as well as profit and dividend outflows 
related to foreign investment. 

Current Account Balance 

As a result of the develop~nents in India's 
merchandise and invisible trade, the current account 
deficit widened from US S 2,634 inillion in 1994- 
95 to US S 5.434 million in 1995-96. As a 
proportion to GDP. the deterioration i n  the current 
account balance was modest as the deficit rose from 
below one per cent in the preceding two years to 
about 1.7 per cent in 1995-96 (Tables X-l and 
X-2). While the level of the current account deficit 
i n  1995-96 was in consonance with the growth rate 
achieved in the economy during the year 2nd was 
commensurate with the financing requirements of 
an economy of India's size. i t  needs to be 
recognised that the inflow of external resources 
during the year was not sufficient to meet the 
current account gap and recourse had to be taken 
to a use of reserves. 

This brings to the fore the issue of 
sustainability of the current account balilnce for a 
country like India. For a developing country, since 
accelerating the rate of growth with domestic 
resource financing is difficult, external resources 
are attracted by running current account deficits in 
the balance of payments. Current account deficits. 
however, reflect accretion to external liabilities 
which have to be serviced. When servicing of 
external lisbilities becomes large in relation to the 
country's ability to pay for them through earnings 
of foreign exchange, it would preempt imports and 
thereby growth itself. Sustainability of the current 
account, therefore, involves a choice between the 
criterion of requirement in the context of growth 
and the criterion of servicing of external liabilities. 
The appropriate level of the current account deficit 
is, therefore, a critical policy issue. 
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Capital Account 

Over the recent years, thc capital account has 
undergone fundamental compositional changes 
brought about by policy induced restructuring. In 
the late eighties, external assistance, comlnercial 
borrowings and non-resident deposits shared almost 
equiproportionally in financing the current account 
deficit. 111 the nineties. categories such as external 
~lssistance and cotnn~srci~rl borrowings have been 
giving way to foreign investment flows, both direct 
and portfolio. Non-resident deposit schemes have 
been restructured and their importance in the capital 
account has varied over the years in response to 
policy changes. During 1995-96. several items in 
the capital account such as portfolio investment and 
net inflows under non-resident deposits remained 
subdued. reflecting the stance of policy over the 
Sreater part of the year. With the easing of 
restrictions, the closing months of the year 
witnessed a renewal of these flows. Net capital 
flows amounted to US $ 4,225 lnillion in 1995-96 
ah against US $ 8.739  nill lion in the preceding year. 
In  terms of share, portfolio investtnerlt and direct 
in\,estmelir dominated the capital account, followed 
by non-resident deposits. The debt creating flows 
sucli as  external assistance and commercial 
borrowings recorded a marginal improvelnent in  
share (Table X-4). 

Given the growth in the current account deficit 
and a distinct moderation in net capital flows, the 
balance of payments recorded an overall deficit of 
US $ 1,209 million in  1995-96 in sharp contrast to 
the large surpluses of US S 6,105 nlillion and US 
S 8.677 milliorl in 1991-95 and 1993-94 
respectively. 

11. External Assistance 

I n  I-ecent years. there has been a distinct 
reduction in the disbursements of external assistance 
relative to commitinenta by donors, resulting in a 
negative transfer of resources from India. While 
various internal factors have been found to be 
contributing to the I,~rge stock of unutilised balance 
of committed aid, the latter, in turn, has also began 
to adversely affect the prospects of higher fresh 
comnlitments by the donors to India; new assistance 
is increasingly being tied to timely utilisation. 
Furthermore. the growing perception that India must 
be graduated out of concessional funding from the 
International Development Association (IDA) is 

hardening and is operating as a supply side 
constraint. IDA funding problems due to cuts in 
contributions by donors underscores the importance 
of the supply-side constraint. 

For a country like India,  i t  cannot be 
overenlphasised that the need for larger 
concessional assistance for social sector and 
infrastructure development continues to be high 
especially when strategieb are being put in place 
to post the economy on a higher path of growth. 
Measures therefore have to be directed towards 
improving the annual utilisation level to a minimum 
of 20 per cent of the stock of unutilised aid. 

Authorisations 

The declining trend in fresh authorisations of 
external assistance (i.e. loans and grants taken 
together) witnessed since 1988-89 continued during 
1995-96. While authorisation of loans at U.S. $ 
3,239 million fell by U.S. $ 705 million from the 
1994-95 level, authorisation of grants increased 
from U.S. $ 343 million in 1994-95 to U.S. $ 398 
million i n  1995-96. Unlike the multilateral donors. 
authorisation of loans by bilateral donors.  
particularly by Japan and Gemiany, increased during 
1995-96 (Table X-5 and X-6). 

Meliibers of the India Development Forum 
(earlier known as Aid India Consortium) pledged 
around U.S. $ 6.7 billion assistance to India in 
September 1996 for 1996-97 (July - June) as against 
U.S. $ 6.7 - 7.0 blllion for 1995-96. The soft 
component (i.e. grants and/or interest free loans) 
in the total pledged amount at U.S. $ 2.2 billion 
constitutes about 33 per cent as against 37 per cent 
and 45 per cent during 1995-96 and 1994-95, 
respectively. Japan continued to be the largest 
bilateral donor even though i t  pledged lower 
assistance during 1996-97 ( U.S. $ 1.26 billion as 
against U.S. $ 1.5 billion during 1995-96). The 
World Bank group (comprising IBRD and IDA) 
which represent the major multilateral donors for 
India pledged U.S. $ 2.5 billion for 1996-97. almost 
of the same order as for 1995-96. While aid pledges 
by the donors have remained in the range of U.S. 
$ 6.0 billion to U.S. $ 7.0 billion, in recent years 
fresh authorisations have exhibited a declining 
pattern, constituting less than fifty per cent of the 
amount pledged reflecting the gamut of internal and 
external factors inhibiting the absorption of aid. 



X I  REPORT O N  CURRENCY AND FINANCE,  1995-96 

Utilisrrtion ~rnd Debt Service P n y l e ~ ~ t s  

Utilisation of aid (loans and grants) at U.S. 
$ 3.296 million represented a decline of U.S. $ 188 
rnillion o\.er the level of utilisation in 1994-95. 
Given the decline in authorisation, utilisation as a 
proportion to authorisation rose from about 81 per 
cent in 1994-95 to about 9 1 per cent in 1995-96. 
A Inore appropriate comparison could be made in 
terms of annual utilisation flows as a proportion to 
the stock of unutilised balances at the end of the 
year. This indicator of utilisation performance also 
shows an improvement from 16.8 per cent in 1994- 
95 to 17.7 per cent in 1995-96. 

Debt service payments (i.e. amortisation and 
iriterest payments) for 1995-96 at U.S. $ 3,782 
million were higher by U.S. 9 467 million than 
those for 1994-95 and for the first time outpaced 
the total disbursement during the year, resulting i n  
a negative resource transfer under external 
assistance (Table X-5). 

Cl/r~rr/lcrti~.c Assistrrrrc~~ 

The share of cumulative utilisation of external 
assistance in cumulative authorisations rose to about 
73 per cent at the end of March 1996 from about 7 1 
per cent at the end of March 1995. The share of the 
World Bank group (comprising IBRD and IDA) and 
Japan in the cumulative authorisations up to end 
March 1996 continued to remain high at 41 per 
cent and 16 per cent respectively (Statement 217 of 
Vol. 11). 

Aid it/ ~ I I P  Pipcline 

External assistance committed over the years 
but remainins undisbursed constitutes the aid 
it\,ailablr in the pipeline. Total aid (both loans and 
grants) in the pipeline, excluding those in Roubles 
from the for~ner USSR, declined from Rs.65,368 
crore in 1994-95 to Rs.64,067 crore in 1995-96. 
The depreciation of the rupee against the U.S. dollar 
and the appreciation of U.S. dollar vis-a-vis other 
i~iternarional key currencies. however, camouflages 
the magnitude of decline in undisbursed aid 
measured in terms of rupees; in U.S. dollar term 
the aid in the pipeline declined from U.S. $ 20,755 
million in 1994-95 to U.S. $ 18,652 million in 
1995-96 signifying a noleworthy improvement in 
utilihation (Table X-6 and X-7). An alternative 
measure of aid in  the pipeline to even out the effect 

of exchange rate changes, is given by the difference 
between cumulative authorisations and cumulative 
utilisations (which are at the respective annual 
average exchange rates). By this measure. the 
amount undisbursed at the end of March 1996 
works out lower at Rs.43,829 crore (Statement 217 
of Vol. 11). The share of the World Bank group in 
the total undisbursed loans remained as high as 5 1.3 
per cent followed by Japan and ADB with 28.1 
per cent and 14.2 per cent respectively. 

Larger investments in the energy and 
infrast~ucture sectors would become critical in 
accelerat~ng the economic growth. These two 
sectors (i.e. energy and infrastructure), however, 
accounted for the largest proportion (28 per cent 
and 14 per cent respectively) of the total 
undisbursed outstanding loan assistance (Statement 
220 of Vol. 11). 

ZMF Trunsactiorls 

During 1995-96 repurchases to the IMF under 
the Stand-by and Contingency and Compensatory 
Financing Facility amounted to U.S. $ 1,7 10 million 
(SDR 1,130 million). 

111. India's Financial Assistance to other 
Countries 

India has been supporting the developmental 
efforts of other Third World count -ies by extending 
financial assistance in the form of both loans and 
grants which, in turn enables the transfer of 
embodied technology. During 1995-96, fresh 
commitment of external assistance at Rs. 180.49 
crore was higher by Rs.6.16 crl~re than that of 
Rs. 174.33 crore during the previo~ s year. The grant 
component in the total assistance. which was more 
than 70 per cent during 1990-92, has sharply 
declined over the years and for 1995-96, i t  was 
about 17 per cent. Nepal, Sri I-anka, Vietnam, 
Uzbekistan, Kazakhstan and Turkrnenistan were the 
major beneficiaries of India's assi ,tance committed 
during the year (Statement 226 of Vol. 11). 

Utilisation of external assistance from Indin 
by various beneficiary countrits had exhibited 
significant improvement in 1994-95; during 1995- 
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96. however, there was a deterioration primarily 
on account of complete non-utilisation of Rs.50 
crore extended to Nepal during the year. 

Cilnir~larivr assisrur~re extended by Illdiu 

India's aggregate assistance extended to 
various beneficiary countries alnounted to 
Rs.3012.11 crore at the end of March 1996; the 
grant component at Rs.1698.48 crore constituted 
about 56 per cent. The rates of cumulative 
utilisation to cun~ulative authorisation amounted to 
about 84 per cent for all assistance and to about 
75 per cent for loans. As at the end of March 1996 
outstanding undisbursed assistance from India stood 
at Rs.491.2 1 crore with Nepal and Bangladesh 
accounting for Rs. 140.85 crore and Rs.92.99 crore 
respectively (Statement 227 of Vol. 11). 

IV. External Debt 

The monitoring of India's external debt has 
assumed special significance in the decade of the 
nineties and the objective of maintaining these 
external liabilities at a sustainable level has been 
accorded policy priority. An important consideration 
in this regard is an ongoing assessment of the 
composition of debt stock, the emphasis being on 
restricting volatile and costlier elements within 
prudent limits. Furthermore an analysis of the 
currency conlposition of external debt forms an 
integral part of liability management especially 
when the lending currency is subject to fluctuations 
against the domestic currency or even the currency 
i n  which the debt is expressed. 

India's external debt as at the end of March 
1996 stood at US $ 92,193 million (exclusive of 
IBRD pooled revaluation of US $ 1,320 million) 
as against US $ 99.008 nijltion as at the end of 
March 1995. Of this the proportion of loans 
containing elements of concessionality (comprising 
certain components of 1Multilateral/Bilateral 
borrowings and Rupee Debt) at the end of March 
1996 was 45.5 per cent (US $ 41,942 million) as 
against 45.3 per cent (US S 44,845 million) as at 
the end of March 1995. On the other hand short 
tern) debt consisting of NRI deposits (less thall 1 
year) and short term trade related credits between 
6 months and I year increased from US $ 4.269 
million or 4.3 per cent as at the end of March 1905 
to US $ 5,034 niillion or 5.5 per cent as at the end 
of March 1996. 

Indicators of debt sustainability reflected an 
improvement. The debt to Gross Domestic Product 
(GDP) ratio fell from 33.0 per cent at the end of 
March 1995 to 28.9 per cent at the end of March 
1996. The debt service ratio (i.e. the ratio of the 
sum of repayments of principal and interest 
payments on debt to the sum of current account 
receipts excluding official transfers) also declined 
from 27.5 per cent during 1994-95 to 26.4 per cent 
in 1995-96 (Table X-8). 

Of the total debt outstanding at the end of 
March 1996. debt owed in US Dollars accounted 
for 43.3 per cent, higher than the 39.1 per cent 
recorded at the cnd of March 1995. Debt owed in 
SDRs constituted 14.2 per cent (as against 15.2 per 
cent at the end of March 1995), Japanese Yen 13.9 
per cent (as against 15.5 per cent at the end of 
March 1995). Indian Rupees 13.2 per cent (as 
against 14.3 per cent at the end of March 1995). 
Deutsche Mark 6.8 per cent (as against 6.9 per cent 
at the end of March 1995), Pound Sterling 3.3. per 
cent (as against 3.4 per cent at the end of March 
1995), French Franc 1.9 per cent (as against 1.7 
per cent at the end of March 1995), Netherlands 
Guilder 1.1 per cent (as against 1.2 per cent at the 
end of March 1995), Swiss Franc 0.9 per cent (as 
against 1.0 per cent at the end of March 1995), 
Canadian dollar 0.5 per cent (as against 0.7 per 
cent at the end of March 1995) and Danish Kroner 
0.2 per cent (same as at the end of March 1995). 
Other currencies accounted for 0.7 per cent of the 
total debt at the end of March 1996 as against 0.S 
per cent at the cnd of March 1995 (Table X-9). 

Thus during 1995-96, while debt owed in US 
Dollars, French Franc and Pound Sterling increased 
by US $ 1,177 million, French Franc 290.4 million 
and Pound Sterling 11.9 million respectively, diere 
was a net amortisation of debt owed in all other 
major currencies. 

Except for the Canadian Dollar, all other major 
currencies depreciated against the US dollar during 
1995-96. This is reflected by the fact that \then 
denominated i n  US dollars, outstanding exte:.nal 
debt owed i n  all major currencies except US do:~ar  
showed a decline greater than the actual outflows 
in these currencies. 

Thus, of the decline in the outstanding external 
debt of US $ 6,815 million (excluding the IBRD 
pooled loan revaluatjon), US $ 1,541 million or 
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22.6 per cent was on account of reduction in 
external liabilities while US $ 5.274 million or 77.4 
per cent was on account of valuation effects arising 
out of the US dollar's appreciation with respect to 
those currencies in which India owes its debt. 

V. Developments in Foreign Exchange 
Reserves 

India's foreign exchange reserves (comprising 
foreign currency assets of the RBI, gold held by 
the RBI and SDRs) declined from US $ 25,186 
million (Rs.79.780 crore) as at the end of March 
1995 to U.S. $ 21,687 million (Rs.74,385 crore) as 
at the end of March 1996. The decline of U.S. $ 
3.499 million, adjusted for the valuation gains 
resulting from depreciation of non-dollar currencies, 
indicate a lower decline of U.S. $ 2,919 million 
during 1995-96. 

The decrease in the stock of reserves was 
entirely in the form of foreign currency assets which 
declined by U.S. $ 3,765 million during 1995-96 
to U.S. $ 17,044 million as at the end of March 
1996. A sharp increase in imports in the face of a 
moderation in capital inflows reversed the position 
of surplus that prevailed in the foreign exchange 
market during the years 1993-94 and 1994-95; as 
against large net purchases of foreign exchange 
from the market by the Reserve Bank of India of 
the order of U.S. $ 12,582 million and U.S. $ 
10,303 million during 1993-94 and 1994-95, 
respectively, there were net sales of U.S. $ 348 
million. During the second half of the year the 
Reserve Bank had to often undertake interventions 
essentially to even out volatility and correct 
misalignment in relation to the fundamentals. The 
net intervention sales figure of U.S $ 348 million, 
however, indicates that the objective of exchange 
rate stability was not pursued at the cost of the 
depletion of reserves. The decline in the foreign 
currency assets, in fact, was primarily on account 
of meeting several large repayment obligations 
directly from the reserves such as purchase of SDRs 
of U.S $ 1,979 million for effecting charges and 
repurchase obligations to the IMF and withdrawal 
of U.S. $ 2,900 million from deposits under the 
Foreign Currency Non-Resident(A) scheme. As a 
result of the decision for routing the debt service 
payments on the Government account through the 
~iiarket with effect from July 1995, debt service 
payments from the reserves declined from U.S. $ 
2,868 million in 1994-95 and U.S. $ 2,664 million 

in 1993-94 to U.S. $ 1,374 million in 1995-96. 
During 1995-96 debt service payments of the order 
of U.S. $ 1,694 were routed through the market. 

The SDR balances held by the Government 
rose by U.S. $ 75 million (SDR 51 million) during 
1995-96 to U.S. $ 82 million (SDR 56 million) as 
at the end of March 1996. While acquisitions of 
SDRs for effecting various repayment obligations 
to the IMF were of the order of U.S. $ 1.979 
million (SDR 1,305 million), actual payments to 
the IMF to meet repurchase obligations falling due 
during the year (including various charges ) 
amounted to 1,904 million (SDR 1,254 million). 
As at the end of March 1996 the outstanding 
repurchase liabilities to the IMF stood at U.S. $ 
2,374 million (SDR 1,625 million). 

The Reserve Bank's gold holdings at 398 
tonnes as at the end of March 1996 valued at U.S. 
$ 4,561 million (Rs.15,658 crore) represent an 
increase of U.S. $ 191 million (Rs.1,906 crore) 
during the year consisting of a purchase of gold 
from the Government of 1.61 tonne valued at U.S. 
$ 17.9 million (Rs.56 crore) and valuation gains 
on the stock of gold holdings of U.S. $ 173 million 
(Rs.1,850 crore) due to firming up of gold prices 
in the international markets. 

During the first quarter of 1996-97, an 
improvement in the supply position in the foreign 
exchange market following the institution of a 
series of policy measures during the second half 
of 1995-96 enabled gross purchases by the Reserve 
Bank from the market amounting to U.S. $ 2,063 
million. The accretion to the reserves helped in 
reducing the Reserve Bank's swap liabilities, 
incurred during episodes of volatility between 
October 1995 and February 1996 to U.S. $ I ,799 
million by the end of June 1996 from U.S. $ 2,216 
million at the end of March 1996. It also helped 
in effecting payments to the IMF amounting to 
U.S. $ 301 million and in meeting withdrawals 
from the FCNRA deposits and debt service 
payments effected directly from the reserves of the 
order of U.S. $ 430 million and U.S. $ 106 million 
respectively. The gold holdings of the RBI declined 
from U.S. $ 4,561 million as at the end of March 
1996 to U.S. $ 4,437 million, entirely on account 
of valuation losses resulting from a decline in the 
international gold prices during the quarter. The 
SDR balances of the Government increased by U.S. 
$ 46 million (SDR 32 million) as purchases of 



BALANCE OF PAYMENTS AND INTERNATIONAL FINANCE X-7 

SDRs during the quarter amounted to U.S. $ 346 
million (SDR 240 million) while various payments 
to the IMF were of the order of U.S. $ 300 million 
(SDR 208 million). The stock of foreign exchange 
reserves, reflecting the above transactions in various 
components, increased from U.S. $ 21,687 million 
(Rs.74,385 crore) as at the end of March 1996 to 
U.S. $ 22,091 million (Rs.77,430 crore) as at the 
end of June 1996. The import cover of the reserves 
amounted to more than six months at the end of 
June 1996. 

V1. Foreign Investment : Emerging Trends 
and Policy Developments 
Since 1993-94, foreign investment flows have 

emerged as the most important item in the capital 
account. Despite a global slowdown in the growth 
of private capital flows to developing countries in 
1994 and 1995, foreign investment flows into India 
remained buoyant during 1995-96 though somewhat 
lower than in 1994-95. Moreover, i n  keeping with 
global trends there was a welcome shift in the 
composition of foreign investment inflows in favour 
of direct investment which rose sharply to almost 
equal portfolio equity flows. The moderation in 
foreign investment flows during 1995-96 was solely 
due to decline in portfolio investment flows (Table 
X-10). This reflected the after-effects of the 
Mexican crisis as well as the lacklustre activity in 
domestic stock exchanges. Furthermore, Indian 
corporates were subdued i n  stock exchanges abroad 
indicative of the reduced appetite for Indian paper 
among foreign investors in the face of the past 
performance of stock markets in India. 

(i) Foreign Direct Investinent (Foreign 
Collaboration) 

Total foreign direct investment flows under 
various schemes (other than NRI investments) 
increased from U.S. $ 872 nlillion during 1994-95 
to U.S. $ 1,418 million during 1995-96. Flows in 
respect of proposals approved by Secretariat of 
Industrial Approval (SIA)/ Foreign Investment 
Promotion Board (FIPB) showed a sharp rise from 
US $ 701 million in 1994-95 to U.S. $ 1,249 
million. The inflows on account of proposals 
approved by Reserve Bank of India (RBI) under 
the automatic route remained more or less at the 
previous year's level, amounting to U.S. $ 169 
million. Nevertheless, India continued to account 
for a minor share of the total FDI flows of the 

order of US $ 9 0  billion to developing countries in 
1995 (Table X-11). FDI flows to India remained 
much lower in comparison to other developing 
countries such as China (US $ 38 billion), Malaysia 
(US.  $ 5.8 billion), Mexico (U.S. $ 4  billion) and 
Indonesia (U.S. $4.5 billion). 

The spurt in the value of approvals for foreign 
direct investment during 1995 is, however, 
reflective of an abiding investor interest. The 
amount approved for foreign equity participation 
(excluding the NRI direct investment routed through 
RBI) rose sharply from U.S. $ 2,855 million 
(Rs.8,957 crore) during 1994 to U.S. $ 9,194 
million (Rs.30,882 crore) during 1995 (Statement 
214 of Vol.11). Similarly as against 1,854 
collaboration proposals approved during 1994, 
2,337 proposals (both financial and technical) were 
approved during 1995, of which 1,355 were 
financial and 982 were technical. The aggregate 
amount of approvals (excluding approvals for NRI 
indirect investment given by RBI) given in the post 
liberalisation period (from August 1991 to March 
1996) was of the order of U.S. $ 18,819 million, 
(Rs.61,020 crore) while the actual inflows against 
these approvals amounted to U.S. $ 3,385 million 
(Rs. 10,933 crore ) 

(i i)  Portfolio Investment 

Portfolio investment in India takes a variety 
of forms such as investment by Foreign Institutional 
Investors (FIIs), issue of Global Depository Receipts 
(GDRs), floating of offshore funds by Indian 
corporates abroad and those under special 
investment schemes' designed for non-resident 
Indians. While these portfolio flows are associated 
with risks of reversal and systematic contagion, 
these flows enable the lowering of the cost of 
capital of the new issues thereby providing a boost 
to domestic investment. At the same time, portfolio 
investment have favourable implications for overall 
market discipline, information requirements and 
monitoring of economic fundamentals by both the 
authorities and market players. These factors, in 
turn, play a catalytic role in attracting foreign direct 
investment. 

Sentiments in overseas market for Indian GDR 
issues remained bearish for the first three quarters 
of the financial year, though there was a 
considerable pick-up in the last quarter with the 
easing of issue restrictions and change in market 
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perception. The amount of funds remitted to India during the year. The total value of approvals rose 
against GDR issues during 1995-96 amounted to from Rs.4,633 crore in 1994 to Rs.6,609 crore in 
U.S. $ 149 million. 1995 (Statement 215 of Vol. 11). 

FI1 investment which had witnessed a dip in 
1994-95 picked up momentum from June, 1995 
which was built upon through the rest of the year. 
These flows reached a level of U.S. $ 2.009 lnillion 
during 1995-96 (Table X-10). These trends are 
encouraging especially as they occurred in the face 
of ;I fall in portfolio flows to emerging markets 
following monetary tightening in industrial 
countries particularly the USA and the fall-out of 
the Mexican crisis of December 1994. 

Fresh Inflows under the various offshore funds 
and others fell from U.S.$ 239 million during 1994- 
95 to U.S.$ 56 million during 1995-96. This 
slowdown could be attributed to capital flows to 
India taking other forms of portfolio investment, 
as well as the bear run in the domestic stock 
exchanges. 

(iii) NRl  Ii~~~e.rtincilts and Depo.rits 

Non Resident Indian (NRI)  investment 
continued to be an important avenue for capital 
intlows during 1995-96 taking the form o f :  

( i )  equity participation under special direct 
investment schemes and portfolio investment 
schemes; and 

( i i )  deposits under Foreign Currency Non Resident 
(Banks) [FCNR(B)] Scheme, Non Resident 
(External) Rupee Account [NR(E)RA] Scheme 
and Non Resident (Non Repatriable) Rupee 
Deposit [NR(NR)RD] Scheme. 

The various special schemes designed for 
attracting direct investment of NRIs are the 
automatic 100 per cent scheme routed through RBI 
( i n  the high priority industries set out in the 
Statement of Industrial Policy, 1991 ), the automatic 
40 per cent scheme (Oil Exploration, Shipping, 
Computer Software, Hospitals etc.), other 100 per 
cent schemes (in Export Oriented Units in Free 
Trade Zone/ outside Free Trade Zone, Housing and 
Real Estate Development scheme, Air Taxi 
Scheme. Sick Units Scheme) and 24 per cent 
Scheme. Under these schemes the amount of actual 
inflows during 1995-96 amounted to U.S. $ 715 
nlillion ( Rs.2392 crores). Both approvals and 
actual inflows recorded significant improvement 

Under the non resident deposit schemes taken 
together, there was a larger net inflow than in the 
preceding year, with FCNR(B) deposits and 
NR(NR)RD deposits recording large accretions. The 
outflows under the discontinued Foreign Currency 
Non Resident (Accounts) [FCNR(A)] for the 
financial year 1995-96 amounted to U.S. $ 2,796 
million (inclusive of accrued interest) with the 
outstanding balance at the end of March 1996 
declining to U.S. $ 4,255 million from US $ 7,051 
million a t  the end of March 1995. These outflows 
were, however, more than counter balanced by 
intlows under the FCNR(B) scheme of U.S. $ 2,669 
million (Rs.10,000 crore) during 1995-96 as against 
U.S. $ 1,979 million (Rs.6,172 crore) during 1994- 
95 (inclusive of accrued interest and exchange rate 
valuation factor). Similarly there was a spurt in the 
inflows under NR(NR)RD scheme which could be 
attributed to attractive interest rates offered by the 
commercial banks. Net inflows under sclleme rose 
sharply to U.S. $ 1,280 million (Rs.4,335 crore) 
during 1995-96 from U.S. $ 682 million (Rs.2330 
crore) during 1994-95. As depositors under the 
NR(E)RA Scheme bearing the burden of exchange 
rate fluctuations, the volatility in the foreign 
exchange market during the second half of 1995- 
96 appears to have contributed to an outflow of 
deposits of U.S.$ 208 lnillion (Rs.896 crore) during 
1995-96 under the scheme as against an inflow of 
U.S. $ 964 million (Rs.3,295 crore) during 1994- 
95 (Table X-12). Thus the outstanding balances 
under the three existing schemes i.e. FCNR(B), 
NR(NR)RD and NR(E)RA stood at U. S. $ 5,723 
million (Rs.19,648 crore), U.S. $ 3,544 million 
(Rs.12,166 crore) and U.S.  $ 3,916 inillion 
(Rs. 13,452 crore) respectively (Table X- 13). 

The total inflow under all the deposit schemes 
for NRIs yielded a net inflow of U.S. $ 945 million 
or Rs.4,086 crores during 1995-96 which was 
higher than those of U.S. $ 818 million or Rs.2368 
crores during 1994-95 ( both inclusive of accrued 
interest and exchange rate valuation factor). As a 
result, the outstanding balance of all the NRI 
deposit schemes taken together at the end of March 
1996 amounted to U.S. $ 17,438 million (Rs.59,882 
crore)  compared to U . S .  $ 17,140 million 
(Rs.54,254 crore) as at the end of March 1995. 
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(it;) Iildiutl It1 vesttno~~t A ~ ~ O L L L I  

Following the liberalisation of approval 
procedures in respect of Indian Direct Investment 
i n  Joint Ventures (JVs)  and Wholly Owned 
subsidiaries (WOS) abroad in August 1995 (as 
discussed in last year's Report on Currency and 
Finance), the Reserve Bank of India has been 
functioning as a single window agency for receipt 
and disposal of proposals for overseas investment 
by Indian companies with effect from December 1 ,  
1995. Under the existing procedures, the Reserve 
Bank provides approvals in respect of proposals 
involving investmctlt up to US $ 4 million which 
could be contributed through cash relnittance and/ 
or capitalisation of exports, technical know-how 
fees etc.or corporate guarantee under a fast track 
arrangement. In the case of investment proposals 
of higher amounts. a Special Committee comprising 
representatives of the RBI, Ministry of External 
Affairs and Ministry of Finance is empowered to 
accord necessary clearance. Forty proposals were 
approved by RBI froin December 1 ,  1995 to June 
30. 1996 under the fast track route involving U.S. 
$ 20.27 million (of which U.S. $ 18.05 million was 
through equity contribution and loan and U.S. $ 
2.22 million through corporate guarantee) and the 
same number of proposals were also cleared under 
the normal route (for direct Indian Investme~lt 
between U.S. $ 4 million and U.S. $ 15 million) 
involving an amount of U.S. $ 112.02 (of which 
U.S. $ 59.12 million is through equity contribution 
and loan and U.S. $ 62.9 inillion is through 
corporate guarantee). 

Total investments approved for the year 1995- 
96 amounted to U.S. $ 368.20 million, of which 
those approved under fast track category a~nounted 
to U.S. $ 46.91 million under equity contribution 
and U.S. $ 4.32 million under corporate guarantee. 
Approvals under normal route and large investments 
(over U.S. $ 15 million equivalent) amounted to 
U S .  $ 265.89 million under equity contribution and 
U.S. $ 51.08 million under corporate guarantee. The 
bulk of the Indian investment (US $ 292 million) 
abroad approved during 1995-96 were to take place 
through cash remittances. Against these approvals, 
the actual Indian investment abroad during the 
financial year 1995-96 was U.S. $ 204.22 million 
of which U.S. $194.83 million was by way of cash 
remittance and U.S. $ 9.39  nill lion by way of other 
methods. 

At the end of November 1995, there were 592 

active Joint Ventures (JVs), out of which 185 were 
in PI-oductiod operation and 407 were under stages 
of implementation. The total amount of Indian 
equity i n  JVs i n  operation was of the order of 
Rs.221.86 crores. The approved Indian equity with 
regard to projects under implementation amounted 
to about Rs. 1,620 crore. Among the 185 JVs which 
are in operation, 104 (56 per cent) are engaged in 
manufacturing activities and 81 projects (44 per 
cent) are in non- manufacturing areas. The 592 
a c t i ~ e  JVs are dispersed over 75 countries. As 
regards regional dispersal, 61 of the operating JVs 
(33 per cent) are in East Asia followed by 46 JVs 
(25 per cent) i n  Europe / America and 28 (15 per 
cent) in Africa. South Asia accounted for 26 (14 
per cent), West Asia for 20 ( 1  1 per cent) and 
Oceania for 4 (2.2 per cent). Several overseas JVs 
have declared bonus shares from time to rime and 
pro-rata allotment to the Indian promoters has 
exceeded Rs.57.46 crores and exports of plants and 
machinery for equity contribution amounted to 
Rs.57.32 crores. Benefits that have accrued to the 
country through the JVs and Wholly Owned 
Subsidiaries (WOSs) in the form of dividends, 
technical know-how, other fees and additional 
exports generated as on November 30, 1995 are 
shown below : 

Table : Benefits from Joint Ventures 
as on November 30, 1995 

Dividend Other Re- Addl. Total 
patriation Export 

I - 7 3 4 5 
( 1 +2+3) 

I .  J o ~ n t  
Ventures 83.47 127.68 1 186.28 1397 43 
(Jvs) 

2. Wholly 
owned Sub- 
s ~ d ~ a r i e s  
( WOSs) 27.67 77 66 818.61 923 91 

Soul-re: Annual Report, Min~stry  of Conunerce 

The number of approved Wholly Owned 
Subsidiary (WOS) abroad, wholly owned by one 
or more Indian corporate bodies, stood at 421 as 
at the end of November 1995, of which 81 were in 
operation and the 340 under various stages of 
implementation. The value of equity participation 
in these WOSs amounted to Rs. 1,6 18.9 crore, of 
which Rs.536.24 crore were in subsidiaries which 
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were in operation and remaining 1,082.66 crore 
were at various stages of implementation. 

Reflecting diversification i n  the export 
performance, project exports (comprising 
construction contracts, turn key projects and 
Engineering and Consultancy conrtracts) have been 
rising in recent years. These recorded further 
improvement in 1995-96 as shown below : 

Table : Project Exports 

(Rs. crore) 

Year Turnkey @ ClvilC Consul- Total 
Pro- Construe- rancy " (2+3+4) 

J?  CIS lion Servlccs 
Projects 

I - 3 4 5 

.?o~irc,e : 

@ : Represents conrracrs approved by EXIM Bank 

: Minlstry of Comme~-ce, Annual Report 1995-96 

( v )  Policy and Developments 

Since the second half of 1993-94, the Indian 
economy has experienced surges in capital flows 
which took the forms of foreign investment flows 
both direct and portfolio, and inflows into various 
deposit schemes for non-resident Indians. With 
current account deficits remaining modest during 
1093-94 and 1994-95, the policy response to the 
capital flows was accomodative and this enabled 
an unprecedented build up of international reserves. 
With the consequent attenuation of monetary 
targets threatening the objective of inflation 
control, the policy stance switched to one of 
throwing sand in the wheels in the second half of 
1994-95. Various measures put i n  place were 
progressively tightened during the first half of 
1995-96 in support of the conduct of monetary 
policy. With the widending of the current account 
deficit and the onset of volatility in the foreign 
exchange market in the second half of 1995-96, 
the restrictive stance of policy was eased and a 

number of measures were taken to relax controls 
and allow for a larger inflow of foreign capital. 
As in the past, these measures were related to 
foreign investment flows and deposits by NRIs 
and the policy objective of attracting capital flows 
has been carried forward during the first half of 
1996-97. 

( a )  E,xternul Conzrnercial Borrowings 

In order to facilitate Indian corporates to raise 
cheaper funds from abroad for incurring rupee 
expenditure, Indian manufacturing companies were 
allowed from May 18,1995 to utilise foreign 
currency proceeds upto U.S. $ I million or 
equivalent with a minimum of three years of simple 
maturity. This facility was extended to all Indian 
corporates and institutions effective January 8, 1996 
and the amount was raised subsequently to an 
equivalent of U.S. $ 3 million from June 19,1996. 
Similarly, to encourage Indian companies in getting 
access to foreign capital markets for External 
Commercial Borrowings (ECBs),  the Indian 
Companies were allowed to raise Foreign Currency 
Convertible Bonds (FCCBs)with the non-converted 
portion having an average tenure of a minimum of 
5 years effective November 25, 1995. 

For the development financial institutions 
onlending of the ECB proceeds were permitted at 
different maturities effective June 19, 1996 and the 
onlending could be used for project related rupee 
expenditure. Similarly, to encourage greater flow 
of funds to the real sector the Indian Development 
Financial Institutions and corporates engaged in 
infrastructure projects i n  the telecommunication, oil 
exploration and other development sectors the 
minimum average maturity requirement for ECBs 
of more than U.S. $ 15 million equivalent was 
reduced to 5 years. In case of infrastructure projects 
in the telecommunication and railway sectors, the 
entire ECB could be utilised for the project related 
rupee expenditure. Similarly, all infrastructure and 
green-field projects were permitted to avail ECB 
to the extent of 35 per cent of their total project 
cost. Also exporters, 100 per cent EOUs and EPCG 
license holders were permitted to raise ECBs upto 
a maximum of U.S. $ 15 million equivalent or the 
average amount of export earnings of the previous 
three years, whichever is lower, for meeting project 
related rupee expenditure with an average maturity 
of at least 3 years. 
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(b)  Port$olio Investr~zent to disinvest equity shares through stock exchanges 

Guidelines for Euro issues had been revised 
effective May 24, 1995 under which Indian 
companies were permitted to retain issue proceeds 
as foreign currency deposits with banks and public 
financial institutions in India. In order to enable 
the inflow of funds  raised under GDRs 
modifications in Euroissue guidelines were 
announced in November 25, 1995 under which 
companies were permitted to remit funds into India 
in anticipation of the use of funds for approved 
purposes. Furthermore. the ceiling for the use of 
GDR funds for working capital was raised from 
15 per cent to 25 per cent, and track record 
requirements were scrapped for infrastructure 
industries. In order to further encourage these flows, 
modifications were again made i n  the Euroissue 
guidelines effective June 19, 1996 under which the 
issuing companies were allowed to retain the 
foreign equity participation cap as prescribed, while 
restrictions on the number of issues that could be 
floated by an individual companylgroup of 
companies in a given year were removed; Banks, 
Financial Institutions (FIs) and Non-Bank Financial 
Institutions (NBFIs) registered with the Reserve 
Bank were made eligible for GDR issue without 
reference to the end-use criterion. 

Several measures were also taken to encourage 
portfolio flows into Indian stock exchange. From 
May 30, 1995 authorised dealers (ADS) were 
permitted to grant loans to NRIs for acquisition of 
housetflat for residential purposes against security 
of immovable property to be acquired by them. In 
line with the recommendations of the Working 
Group set up for policy recommendations relating 
to the various schemes/incentives available to NRIs 
for investment in India (Chairman : Shri O.P. 
Sodhani) whch submitted its report in August 1995, 
general permission was granted to NRIs to 
subscribe to the Memoranda and Articles of Indian 
companies effective November 1 1 ,  1995. Similarly, 
to expedite the transaction modalities OCBs were 
allowed to sell / transfer shares1 bonds/ debentures 
of Indian companies acquired with repatriation 
benefits through stock exchange under the Portfolio 
Investment Scheme. Again effective February 28, 
1996 NRIs (and not OCBs) were permitted to invest 
funds on non-repatriation basis in Money Market 
Mutual Funds floated by commercial banks and 
public/private sector financial institutions. Foreign 
investors were allowed effective February 26, 1996 

- 

in India. Permission was also granted to foreign 
investors for disinvestment of listed equity shares 
through private placement subject to certain 
stipulations. Similarly restrictions relating to the 5 
year lock-in-period for issue of equity shares on 
preferential basis were withdrawn effective May 24, 
1996 except in those cases where preferential issue 
of securities is in favour of promoter/ promoter 
group. 

( c )  Indian I~lvestmenr Abroad 

New Guidelines for Indian Direct Investment 
in Joint Ventures and Wholly Owned Subsidiaries 
abroad were issued on August 17, 1995 with the 
Reserve Bank as a single window to clear projects 
in a fast track arrangement. Effective September 
23, 1995 all proposals involving Indian direct 
investment abroad beyond US $ 4 million or those 
not qualifying for fast track clearance needs to be 
cleared by a Special Committee constituted by 
representation of the Reserve Bank of India. the 
Ministry of Finance and the Ministry of External 
Affairs. 

( d )  Deposits Scheines for Non-Resident Indians 

Effective September 29, 1995 interest rates on 
term deposits under NR(E)RA scheme for the 
maturity period of 6 months to 3 years and above" 
were raised from 8 per cent per annum to 10 per 
cent and further to 12 per cent per annum effective 
October 3 1,1995. 

Incremental deposits under NR(E)RA and 
NR (NR) RD scheme exempted from CRR norms 
effective October 28,1995 and effective November 
25,1995 CRR on outstanding deposits under 
FCNR (B) were brought down from 14.5 per cent 
to 7.5 with incremental deposits being totally 
exempted from CRR stipulations. All liabilities 
under FCNR (B) and NR (NR) RD were exempted 
from CRR prescriptions effective fortnight 
beginning January 6, 1996. CRR on NR (E) RA 
scheme was brought down from 14 per cent to 10 
per cent and effective April 13, 1996 liabilities 
under the NR (E) RA scheme were exempted from 
CRR requirement. Further, SLR on outstanding 
liabilities under the .NR (E) RA scheme was 
reduced from 30 per cent to 25 per cent and 
interest rate on NR (E) RA term deposits of over 
two years freed. 
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VII. Exchange Rate Developments speculation. Subsequently, money market support 
was restored and accompanied by monetary 

The exchange rate of the rupee came under measures which raised the cost of domestic credit 
pressure during the second half of 1995-96 after a and reduced concessionality in export finance. The 

period of since March 1993  
Reserve Bank also undertook measures to augment 

While a slow-down in capital flows reduced supply supplies and restrict demand in the foreign 
of foreign exchange, the widening trade deficit exchange market. 
increased demand in the market. Normal gaps in 
demand and supply in the market arising out of Important measures under taken in October 
lags and leads associated with the realisation of 1995 included exemption from cash reserve ratio 
export proceeds and the making of import payments (CRR) requirements in respect of increases in Non- 
were exacerbated by speculative pressures. resident External Rupee Accounts (NRER) and 
Furtherinore, the strengthening of the U.S. dollar Non-Resident Non-Repatriable Rupee deposits 
against major international currencies and the [NR(NR)RD] over their outstanding levels as on 
persisting inflation differentials vis-a-vis the rest of October 27, 1995, raising of interest rates on NRER 
the world resulted in an effective overvaluation of deposits, imposition of interest surcharge on import 
the rupee in real terms. The first incipient signs of finance and reduction of concessionality in interest 
market sentiment came in August 1995 as a surge rates on Post-Shipment Export Credit denominated 
in imports resulted in an easing of the rupee to in Foreign Currency (PSCFC) for maturities beyond 
Rs.31.94 per U.S.dollar. The spread between buying 90 days and up to 6 months. 
and selling rates began to widen reflecting the 
volatility i n  the market, reaching a peak at 30baise 

Effective January 6, 1996 the Reserve Bank 
on September 15, 1995. Downward pressures of India (RBI) also relaxed CRR requirements in 
intensified in October 1995 when the rupee plunged respect of liabilities under Foreign Currency 
to Rs.35.65 per U.S.dollar and the market was 

Non-Resident (Bank) [FCNR(B)] scheme and 
dominated by asymmetrical expectations. Panic 

NR(NR)RD accounts, while  the average CRR on 
short-covering by importers and cancellation of 

NRER liabilities were reduced from 14 per cent to 
forward contracts by exporters created persistent 10 per cent. 
mismatches between demand and supply conditions, 
both in the spot and forward segments of the 
market. Forward premia in particular, were ruled 
by domestic money market conditions where under 
continuous excess demand for credit kept interest 
rates at unusually high levels. Premia for all 
maturities registered a sharp rise in October 1995 
particularly skewed towards the short term. The 
high premia coupled with the steep depreciation in 
the spot rates pushed up the cost of mobilising 
foreign exchange by commercial banks for purposes 
of creating domestic assets. As a result, funds 
mobilised through the various NRI schemes were 
kept abroad in Nostro accounts leading to a further 
decline in domestic supply of foreign exchange. 

The Reserve Bank, having closely monitored 
the movements in the rupee, intervened both in the 
spot and forward segr-nents of the market in October 
1995 to prevent further depreciation and to guide 
the rupee along a cour \e  consistent  with 
rnacroeconomic fundamentals. The Reserve Bank's 
intervention in the form of foreign exchange 
in-jections was coordinated with a withdrawal of 
Iiiolley market intervention so as to pre-empt further 

These measures served to impart stability in 
the exchange rate of the rupee which traded within 
the band of Rs.34.28 and Rs.35.79 per U.S. dollar 
until mid-January. The spread between the buying 
and selling rates narrowed down, ranging between 
2-5 paise reflecting greater stability in the market. 
The rupee was subjected to yet another measure of 
volatility towards the end of January 1996 and 
slumped to a record low of Rs.37.95 per U.S. dollar 
in terms of FEDAI indicative rates on February 6, 
1996. In response to the volatility in the spot 
market, the three-month forward premia soared by 
around 7 per cent in February 1996 to over 20 per 
cent from around 14 per cent in January 1996 
(Statement 232 of Vol. 11). 

In February 1996, the Reserve Bank undertook 
further measures to impart stability to the foreign 
exchange market. With a view to discouraging 
excessive use of bank credit for import finance, the 
interest rate surcharge on import finance was raised 
from 15 per cent to 25 per cent, effective February 
8, 1996. As the effective negative rate of interest 
charged on credit under the PSCFC scheme created 
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serious market distortions, affecting the realistic 
pricing of loanable funds and eroding the 
profitability of banks operating the scheme, the 
scheme was terminated, effective February 8. 1996. 
Furthermore, the interest rate on post-shipment 
export credit in rupees over 90 days was freed with 
a view to encouraging faster realisation of export 
proceeds. The RBI also stipulated that Authorised 
Dealers (ADS) report cancellation of forward 

I contracts for amounts over US $ 100,000 on a 
weekly basis. These measures were undertaken with 
a view to bringing about stability in the foreign 
exchange market and to curb and reverse the build 
up of unidirectional expectations. 

In April 1996, liabilities under the NRER 
deposits were also exempted from CRR 
requirements. The Statutory Liquidity Ratio (SLR) 
in respect of NRER deposits was reduced from 30 
per cent to 25 per cent and the interest rate on 
NRER term deposits of over two years was freed. 

These measures enabled the rupee to return 
to levels consistent with fundamentals. The 
variations in the rupee were moderate during the 
first quarter of the current financial year. The 
forward prernia which rose to a high of around 27 
per cent for the three-month swap and around 23 
per cent for the six-month swap in March 1996, 
mainly reflecting domestic monetary conditions 
rather than expectations of future spot rates, eased 
considerably in the first quarter of 1996-97. The 
stability in the spot market and the deceleration in 
domestic interest rates brought down the forward 
premia to 10- 1 1 per cent by end-June 1996, 
consistent with the interest rate differentials. 

During 1995-96, the rupee's pronounced 
weakness against the dollar and the dollar's own 

f strength against most major currencies led to the 
depreciation of the rupee against all the currencies 
of India's trade partners as well as competitors 
(Table X-14). In terms of monthly averages, the 
rate of depreciation of the rupee against the U.S. 
dollar, the Pound Sterling and the Deutsche Mark 
was significant in the months of September and 
October 1995 and January and February 1996. 
Against the Yen the rupee had, by and large, been 
on the rise over the year although i t  registered a 
sharp depreciation in April 1995. It also depreciated 
significantly in October 1995 and February 1996. 
The exchange rate of the rupee against the SDR 
and all major currencies strengthened remarkably 

in March 1996. During the first quarter of the 
current financial year the rupee depreciated against 
all major currencies in May 1996. In June 1996, 
the rupee weakened against the Pound Sterling and 
the Deutsche Mark but strengthened against the 
SDR, the U.S.dollar and the Yen (Table X-IS). 

The Nominal Effective Exchange Rate 
(NEER) of the rupee based on a thirty-six country 
trade weighted index fell by 4.7 per cent in March 
1996 over its level in March 1995 and by 12.1 per 
cent over its level in March 1993 reflecting the 
rupee's weakness against India's major trading 
partners. The inflation adjusted Real Effective 
Exchange Rate (REER) index of the rupee also 
depreciated by 2 per cent in March 1996 over its 
level in March 1995 but had strengthened by 4.7 
per cent over its level in March 1993 (Statement 
23 1 of Vol.11). 

VIII. International Monetary Developments1 
The pace of world economy slackened slightly 

in 1995, with the output growth declining from 3.7 
per cent in 1994 to 3.5 per cent in 1995. However, 
the growth performance across the world was 
uneven; weak economic expansion in the industrial 
countries and the developing countries in the 
Western Hemisphere went along a moderate growth 
in Asia and economic strengthening in Africa and 
the Middle East. In 1996, the world output is 
projected to grow by 3.8 per cent and further to 
4.1 per cent in 1997. 

Domestic Activity 

Industrial Countries 

The industrial countries as a group registered 
a strong recovery in output growth to 2.8 per cent 
in 1994, compared to 0.9 per cent in 1993. Output 
growth in 1995 has been estimated to slow down 
to 2.1 per cent and is placed at 2.3 per cent in 
1996. The slowdown in industrial countries as a 
group during 1995 reflects attempts to reduce the 
risks of overheating in the United States and the 
United Kingdom and the economic downturn in 
other European countries. 

The output in United States grew by 2.0 per 
cent in 1995 against 3.5 per cent in 1994. After 

I. This section is based the information contained in IMF's 
World Economic Outlook, October 1996. 
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the strong performance in 1994, the slowdown was 
expected to reduce the risk of o\,erheating. Most 
of the other leading industrial countries, with the 
exception of' Japan.  have also experienced 
slowdown in real GDP growth during 1995, rather 
than in 1994. After a protracted slowdown, Japan's 
output recovered ~nodestly by 0.9 per cent in 1995 
as against a rise of 0.5 per cent a year before. The 
recovery in Japan stemmed from a broad range of 
supportive policy actions which helped to 
counteract deflationary forces in the economy and 
corrected the excessive appreciation of the yen 
\vliich occurrecl i n  the first piu-t of 1995. The 
Japanese economy picked up sh:lrply in recent times 
and is expected to grow at 3.5 per cent in 1996. 
There has been a marked decline i n  output growth 
of other industrial countries of Europe because of 
deep-rooted structural and macroeconomic 
weaknesses i n  thehe economies. The shift towards 
tighter budsetary policies. relatively accomodative 
monetary conditions and correction of the earlier 
exchange rate tnisalignments have improved the 
growth prospects for these countries in 1996. 

Low inflation continues to be an encouraging 
aspect of the economic performance in the 
industrial countries. The consumer price inflation 
in industrial countries increased marginally from 
2.0 per cent i n  1994 to 2.2 per cent in 1995, 
reflecting strong anti-inflationary con~n~itlnents and 
pre-emptive actions of monetary authorities to 
prevent 311 acceleration of inflation. During 1995, 
the highest inflation rate among the major industrial 
countries was i n  Italy (5.0 per cent), followed at a 
dihtance by the United States (2.5 per cent). 

While the main focus of monetary policy has 
been to maintain price stability, the adjustments in 
interest rates hi~ve varied during 1995 depending 
upon the rate at which output is increasing and 
economic sl:ick is being absorbed. In the United 
States, in \ iew of the rising inflationary pressures 
the monetury policy was tightened in early 1995. 
The key federal funds rate, the cost of overnight 
money for banks, was increaheu by 3 percentage 
points to 6.0 per cent between February 1994 and 
February 1995, while the discount rate which is 
charged for loans to hanks, moved up to 5.25 per 
cent. The US Federal Reserve, however, began 
unwinding the interest rate illcreases since July 
1995, for maintaining the s t ren~th of the economic 
recovery. By January 1996. the federal funds rate 
was cut down to 5.25 per cent i n  three steps of 

0.25 percentage points each in July, December 1995 
and January 1996, respectively, while the discount 
rate was kept unchanged. In response to the 
continuing weakness of recovery in Japan, the 
monetary policy was eased further, with the Bank 
of Japan reducing its official discount rate to 1.0 
per cent in April 1995. The discount rate was 
further reduced to a historic low of 0.5 per ce'nt in 
early September 1995. The Bundesbank, in order 
to curb the steep rise in its currency reduced its 
discount rate to 4.0 per cent in March 1995, while 
keeping the Lombard rate unchanged at 6.0 per 
cent. In August 1995, the Bundesbank adjusted the 
interest rates downwards again, when the discount 
rate was reduced to 3.5 per cent and Lombard rare 
to 5.5 per cent. The trend among European 
countries has been one of easing of monetary policy 
to provide further support to the recovery. The 
United Kingdom, however. had to tighten the 
monetary conditions in the second half of 1994 as 
a pre-emptive measure, despite the inflation rate 
remaining low. The short term interest rates moved 
upwards in 1995 as the average rate for the seven 
major industrial countries increased from 4.7 per 
cent i n  1994 to 5.1 per cent in 1995. Since then. 
the rates have declined to 4.5 per cent by August 
1996. The long-term interest rates edged down to 
6.7 per cent in 1995, from 7.0 per cent in 1994. 

The broad money growrh in the major 
industrial counrries increased from 2.0 per cent in 
1994 to 4.4 per cent in 1995. The narrow money 
growth also expanded from 3.9 per cent in 1994 to 
5.1 per cent in 1995. In the United States, narrow 
money declined by I .8 per cent in 1995 (a rise of 
2.4 per cent in 1994); while the broad lnoney grew 
at a rate of 4.0 per cent in 1995 (0.6 per cent in 
1994). In the case of Japan, the growth rates of 
both the broad and narrow money increased 
considerably from their 1994 levels. Narrow money 
growth rose sharply from 4.2 per cent in 1994 to 
13.1 per cent in 1995 while broad money expanded 
by 3.3 per cent in 1995 as against 2.8 per cent in 
1 994. 

Dr~~c,lnping Cololtrirs 

The GDP growth in the developing countries 
(excluding the countries in transition) fell to 5.9 
per cent in 1995, compared to 6.6 per cent in 1994. 
The growth perforrnance for developing countries 
worsened during 1995 as a number of these 
countries resorted to tightening of policies in the 
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wake of the Mexican financial crisis, which resulted 
in slowing down of capital flows to developing 
countries. The growth rates in these economies have 
started to recover and a 6.3 per cent growth is 
predicted for 1996 alongwith a tendency of 
convergence among country growth rates. 

The output in developing countries of Africa 
rose by 3.0 per cent in 1995 (2.9 per cent i n  1994), 
helped by the fact that a number of countries 
belonging to this group had implemented structural 
reforms and stabilisation programmes. Asia 
continued to be the fastest growing region among 
developing countries, even though GDP growth 
declined marginally to 8.6 per cent in 1995 from 
9.1 per cent in the year before. The growth of real 
output increased substantially in the Middle East 
and Europe from a mere 0.5 per cent in 1994 to 
3.6 per cent in 1995, mainly as a result of a sharp 
rise in output level in Turkey at the rate of 7.5 per 
cent in 1995 and strong expansionary tendencies 
in Israel, Jordon and UAE. The average output 
growth in the Western Hemisphere declined to 0.9 
per cent in 1995 from 4.7 per cent in 1994 due to 
the adverse effects of the financial crisis in Mexico. 
The growth rate for this region is likely to recover 
to 3.0 per cent in 1996. 

The average consumer price inflation for 
developing countries as a group, declined to 19.8 
per cent in 1995 from 46.8 per cent in 1994, with 
sharp decline in inflation in the Western 
Hemisphere. The consumer price inflation in Africa 
declined from 36.8 per cent in 1994 to 32.1 per 
cent in 1995. The economic stability in Asia was 
associated with the easing of inflationary pressures, 
consumer prices rising by 10.9 per cent in 1995 as 
against 13.4 per cent in 1994. The inflation eased 
in China from 21.7 per cent in 1994 to 14.8 per 
cent in 1995. In the Western Hemisphere, inflation 
after increasing from 209.5 per cent in 1993 and 
210.9 per cent in 1994, came down to 35.6 per 
cent in 1995 mainly due to the containment of 
inflation in Brazil which declined from 2123.6 per 
cent in 1994 to 59.6 per cent in 1995. The 
developing countries belonging to the Middle East 
and Europe however witnessed increase in inflation 
to 32.5 per cent in 1995 from 31.5 per cent i n  
1994. 

Countries in Transition 

The economic recovery in this region reflected 

the progress made in the stabilisation measures and 
institutional and structural reforms undertaken in 
many of these countries. The rates of economic 
growth have picked up in many of the transition 
countries in Central and Eastern Europe, though 
output continues to decline in those transition 
countries that have been slow at undertaking 
comprehensive reforms. The output for the region 
as a whole registered a moderate growth of 1.2 per 
cent in 1995, compared to a decline in output of 
2.9 per cent in 1994. The output growth in many 
countries belonging to this region such as Albania, 
Romania, Poland, Slovak Republic, Armenia and 
Mongolia, however is estimated to have reached 
or exceeded 5 per cent in 1995. The economic 
activity has also shown signs of improvement in 
Estonia, Czech Republic, Latvia, Lithuania and 
Georgia and Kyrgyz Republic. The consumer price 
inflation for the countries in transition as a whole 
declined to 128.0 per cent in 1995 from 264.8 per 
cent in 1994. 

The rewards of comprehensive economic 
reforms have beginning to be seen in Russia in 
1995 and in the countries belonging to 
Transcaucasus and Central Asia. In Russia, GDP 
fall was lower at 4.0 per cent in 1995 as compared 
to the decline of 15.0 per cent in 1994. The 
improvement in economic conditions in Russia 
during 1995 is mainly attributed to the structural 
adjustment efforts of Russia. The consumer prices 
in Russia increased a little less than two-fold in 
1995, as compared to the three-fold increase in 
prices during 1994. 

For the countries belonging to the 
Transcaucasean and Central Asia region, the output 
decline was lower by 4.4 per cent in 1995, as 
compared to 13.7 per cent in the year before. The 
consumer price inflation for this region came down 
significantly from hyper-inflationary conditions as 
a result of prudent financial policies. 

International Trade and Payments 

The world trade, in volume terms, grew 
strongly h! 13.9 per cent in 1995; as compared 
with 8.8 per cent in 1994. The rapid growth of 
world trade in recent years reflects trade 
liberalisation in many developing countries and 
the countries in transition, increasing international 
diversification of production, and the dynamic 
growth of trade among developing countries, 
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especially in Asia and Latin America. The world 
trade growth is expected to slow down to 6.7 per 
cent in 1996, in view of the slowdown of economic 
activity in Europe and softening of domestic 
demand in the United States. 

The export volume in industrial countries grew 
at a lower rate of 7.3 per cent in 1995, after an 
unprecedented growth of 8.3 per cent in 1994. The 
import volume in industrial countries increased by 
7.8 per cent in 1995 (9.3 per cent in 1994). The 
volume growth of exports in developing countries 
increased further to 11.5 per cent in 1995 as against 
1 1.1 per cent in 1994. The import volume growth 
too increased from 8.1 per cent in 1994 to 11.6 
per cent in 1995. 

The combined current account balance of the 
industrial countries is estimated to have turned into 
a surplus of $ 13.9 billion in 1995 as compared to 
a deficit of $ 7.8 billion in 1994. The external 
current account deficit of the United States 
decreased to $ 148.2 billion in 1995 from $ 148.4 
billion in 1994. The US deficit is expected to 
increase slightly to $ 149.5 billion in 1995. Japan's 
current account surplus decreased from $130.6 
billion in 1994 to $ 11 1.4 billion in 1995. As a per 
cent of GDP, Japan's current account surplus is 
expected to remain at around the 1995 level, as 
the effects of improved competitiveness stemming 
from exchange rate realignments since mid-1 995 
are offset by a strengthening of economic activity. 
The current account deficit of Germany stood at $ 
21.0 billion in 1995 as compared with $ 19.7 billion 
in 1994 and is expected to decline to $ 18.8 billion 
in 1996. 

The combined current account deficit of 
developing countries increased from $ 76.8 billion 
in 1994 (5.5 per cent of exports of goods and 
services) to $ 90.2 billion in 1995 (5.5 per cent of 
exports of goods and services), reflecting sharp 
increase in deficit in most of the developing country 
groups. The deficit is expected to increase further 
to $ 112.2 billion in 1996 (6.0 per cent of exports 
of goods and services). 

The terms of trade of developing countries 
deteriorated by 1.4 per cent in 1995. While the 
terms of trade of fuel exporters worsened by 6.8 
per cent in 1995, that of non-fuel exporters 
deteriorated marginally by 0.7 per cent. Industrial 
countries' terms of trade improved marginally. 

Developments in Exchange Rates of Major 
Currencies 

The developments in the foreign exchange 
markets in the world remained conducive to 
economic growth, even as volatility remained 
moderate and the rates converged towards the 
fundamentals after experiencing high volatility a 
year ago. The U.S. dollar recovered from its trough 
in April 1995 against the Japanese yen and the 
deutsche mark and appreciated against the major 
currencies. The sustained appreciation of the U.S. 
dollar is attributable to movements in interest 
differentials in favour of dollar-denominated assets 
and thus to the relative strength of the U.S. 
economy. The major currencies to appreciate 
against the U.S. dollar in the year were the Italian 
lira and the Australian dollar: these currencies 
benefitted from increased confidence with progress 
in financial consolidation in these countries. The 
depreciation of the Japanese yen vis-a-vis the 
U.S.dollar resulted from supportive policy actions 
by the authorities to correct the excessive 
appreciation in early 1995. 

Among the European currencies, the 
depreciation in the deutsche mark stetnmed from 
the cyclical slowdown in Germany. Most of the 
European currencies moved in a narrow grid over 
the year resulting from fiscal consolidation i n  the 
wake of the formation of the European Monetary 
Union. European currencies generally remained 
weak against the U.S.dollar owing to weak 
economic outlook which further depressed their 
interest rates. 

International Reserves 

During 1995, the growth in global 
international reserves (excluding gold) accelerated 
to 15.2 per cent from 7.6 per cent in the previous 
year (Table X-16). The reserve holdings of the 
industrial countries recorded a growth of 12.4 per 
cent to SDR 487.7 billion in 1995 while the 
reserves of developing countries grew at the rate 
of 18.3 per cent as against 10.2 per cent rise i n  
1994 to SDR 460.6 billion. 

Among the industrial countries, growth in 
reserves was maximum in respect of Japan, followed 
by the US and Germany. Among the developing 
countries, the fastest growth was recorded in China 
(SDR 14.5 billion) followed by Brazil (SDR 8.0 
billion) and Mexico (SDR 7.0 billion). 
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In the first quarter of 1996, the World non- 
gold reserves increased by 4.5 per cent to SDR 
991.7 billion. The reserves of industrial and 
developing countries increased by 4.9 per cent and 
4.0 per cent to SDR 512.0 billion and SDR 478.6 
billion respectively. 

Among the components of international non- 
gold reserves, foreign exchange reserves totalled 
SDR 891.8 billion at end 1995, a growth of 15.0 
per cent over the year. During 1995, the foreign 
exchange reserves of industrial countries increased 
by SDR 47.1 billion or 1 1.95 per cent while those 
of developing countries increased by SDR 69 billion 
or 18.1 per cent. 

The reserve position in the Fund for all 
member countries increased by SDR 4.9 billion in 
1995 as against a decline of SDR 1.1 billion in 
1994. 

External Debt Situation 
By the end of 1995, the total external debt of 

developing countries (excluding IMF credit) reached 
$ 1866.1 billion, registering an increase of 9.2 per 
cent during the year (Table X-17). The IMF 
estimates that in 1996, total external debt of all 
developing countries will increase further to $ 
1956.0 billion. 

During 1995, all of the developing country 
groups witnessed increase in their total external 
debt. The increase in debt was the highest for Asia 
($ 77.8 billion), followed by the Western 
Hemisphere ($ 52.2 billion). While the debt- 
servicing ratio increased for most of the developing 
countries, other debt indicators showed some 
improvement during 1995. 

The ratio of total debt to export earnings, in 
dollar terms, of the developing countries maintained 
its declining trend, coming down to 11 1.2 per cent 
in 1995, from 121.7 per cent in 1994. The debt- , 

export ratio declined for all the country groups, with 
Western Hemisphere showing a major improvement. 

The ratio of external debt to GDP for 
developing countries declined marginally from 33.0 
per cent in 1994 to 31.7 per cent in 1995. While 
the developing countries of Africa, Asia, the Middle 
East and Europe witnessed improvements in their 
debt-GDP ratios, the ratio increased for Western 
Hemisphere. 

The debt service ratio for the developing 
countries, as a group, increased to 15.5 per cent in 
1995, from 15.2 per cent in 1994. Across regions, 
this ratio worsened further for Africa and Western 
Hemisphere. The ratio improved slightly for Asia, 
Middle East and Europe. 

During 1995, Paris Club creditors made further 
progress with debt restructuring under the Naples 
terms. They reached agreement with Bolivia on 
stock-of-debt operation, with Cameroon, Honduras 
and Zambia on flow rescheduling and with Gabon 
on a non-concessional flow rescheduling. The IMF 
and World Bank are jointly working to find ways 
of alleviating the debt problems of heavily indebted 
poor countries. A number of countries have also 
completed debt and debt-service agreements with 
commercial banks, and substantial progress has 
been made by some other countries towards 
resolving their commercial bank debt problems. By 
February 1996, $173 billion of Bank debt for 25 
countries had been restructured. In 1995, Panama 
concluded a debt and debt-service reduction 
agreement with commercial banks covering $3.5 
billion; Algeria completed an agreement to 
reschedule $3.2 billion of its commercial bank debt. 
Further, Albania, Ethiopia, Nicaragua and Sierra 
Leone carried out buy backs of commercial bank 
debt at huge discounts supported by World Bank - 
IDA Debt Reduction Facility. In November 1995, 
Russia and the London Club reached an agreement 
to reschedule $25.5 billion of commercial bank debt 
inherited from the former Soviet Union, and $7 
billion in interest arrears. Some other countries, viz., 
Peru, Vietnam, and Cote d'Ivoire continued 
discussion with their commercial bank creditors. 

International Monetary Fund 

Use of IMF Resources 

During 1995, gross disbursements by the IMF 
(i.e. members' purchases) out of the General 
Resources Account increased to SDR 17.0 billion 
from the 1994 level of SDR 5.0 billion. Net 
disbursements also rose sharply to SDR 10.4 billion 
from SDR 0.4 billion in 1994 in spite of higher 
repurchases at SDR 6.6 billion in 1995 than SDR 
4.6 billion in the previous year (Table X - 18). The 
increased lending may be attributable to record 
drawings of Mexico (SDR 8.8 billion) and Russia 
(SDR 3.6 billion) to support their comprehensive 
adjustment programmes. 
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Facility-wise, the gross disbursements under 
short-term stand-by arrangements increased 
substantially to SDR 14.38 billion in 1995 from 
SDR 1.83 billion in 1994. Drawings under extended 
arrangements also increased to SDR 1.97 billion 
from SDR 0.9 billion. In contrast, drawings under 
the Compensatory and Contingency Financing 
Facility (CCFF) declined to SDR 0.01 billion from 
SDR 0.31 billion in 1994. Lending under the 
temporary Systemic Transformation Facility (STF) 
created in April 1993 declined to SDR 1.9 billion 
in  1995. From May 1. 1995. the first drawings 
under the STF could no longer be made, but 
members that have had a first drawing approved 
by then were eligible for a second drawing by end- 
December. 1995. 

Gross disbursements to low income countries 
at concessional terms under the Structural 
Adjustment Facility (SAF) and Enhanced Structural 
Adjustment Facility (ESAF) arrangements increased 
to SDR 1.43 billion in 1994 from SDR 0.91 billion 
a year ago. 

During the first half of 1996, total purchases 
amounted to SDR 2.96 billion (of which the share 
of Russia was SDR 1.65 billion) and repurchases 
accounted for SDR 2.27 billion. The net purchase 
during this period declined to SDR 0.69 billion 
from SDR 6.6 billion in the same period of 1995 
(Table X-18). As at end - June 1996, total Fund 
credit and loans outstanding were SDR 42.4 billion 
which included SDR 36.6 billion from the General 
Resources Account. SDR 5.43 billion under SAF 
and ESAF arrangements and SDR 95.1 million 
under Trust Fund Loans. 

SDR Allocatiorz clncl SDR Irzteresr Rate 

The SDR (Special Drawings Right) is an 
international reserve asset created by the IMF and 
allocated to its members participating in the SDR 
Department. SDR is also unit of account. Total 
allocation during the period 1970-9 1 aggregated to 
SDR 21.4 billion. Since then no further allocation 
has taken place. The interestlremuneration rate on 
the SDR is calculated weekly and is equal to the 
weighted average interest rate or yield on specified 
short-term instl-ulnents in the money markets of the 
US, the UK, France, Germany and Japan, whose 
currencies comprise the SDR valuation basket. In 
tandem with the movements in short-term rates in 
these countries. the SDR interestlremuneration rate, 

after declining from an average of 6.48 per cent 
for the quarter ended January 1992 to 3.98 per cent 
for the quarter ended March 1994, increased 
steadily to 5.00 per cent for the quarter ended 
March 1995. Thereafter ,  the SDR interest1 
remuneration rate declined to 3.97 per cent in 
March 1996. Continuing the declining trend, the 
rate has declined further to 3.92 per cent in June 
1996 (Table X-19). 

Rate of Charge, Overdue Obligations und Burdetz 
SIirrrirlg 

The rate of charge and the rate of 
remuneration are both set in proportion to the 
weekly SDR interest rate. For IMF's fiscal year 
1995-96 (R4ay 1995 - April 1996), the basic rate 
of charge for the use of the Fund's resources was 
fixed at 102.5 per cent of the SDR interest rate. 
However, due to higher net income at SDR 101 
million, an excess of over SDR 2 million over the 
income estimated by the Fund staff at the beginning 
of the FY 1996, the rate of charge coefficient for 
FY 1996 was reduced from 102.5 per cent to 101.7 
per cent. The higher than estimated net income was 
the result of lower administrative expenses. 

The basic rate of charge and the rate of 
remuneration together with the adjustments on 
account of Deferred income, Special Contingent 
Account-1 and Special Contingency Account-2 for 
the four quarters ended April 30, 1996 are provided 
in Table X-20. 

As at the end - April 1996, the overdue 
financial obligations for six months or more 
amounted to SDR 2.13 billion in respect of six 
members - Iraq, Liberia, Serbia and Montenegro. 
Somalia, Sudan and Zaire. The overdue financial 
obligations were higher at SDR 3.00 billion as of 
end - April 1995. The decline in overdue obligations 
reflect the clearance of arrears by Zambia (SDR 
830.2 million) and Bosnia and Herzegovina (SDR 
25.1 million). 

The total reserves (general and special 
reserves) of the Fund totalled SDR 5.38 billion as 
at the end of April 1996, composed of general 
reserves - SDR 1.88 billion and special reserves 
under two Special Contingency Accounts - SDR 3.5 
billion. The general reserves of the fund stood at 
SDR 1.79 billion a year earlier. 



BALANCE OF PAYMENTS AND INTERNATIONAL FINANCE X-19 ' 

World Bank Group' 

During the World Bank year 1996 ( July 1995 
to June 1996), the World Bank played a crucial 
role in fostering market forces in developing 
countries and greater integration of developing 
countries' markets with the rest of the world 
economy. While the World Bank retained its faith 
on economic growth as a cornerstone of the 
development strategy i n  developing countries, the. 
Bank made a number of targeted efforts at poverty 
alleviarion and sustainable developmenr. Apart from 
supporting a number of projects i n  developing 
countries, the Bank forged ahead wirh new 
partnerships i n  water management, encouraged 
private participation i n  infrastructure activities, 
promoted environmental management and 
involvement of the Non-Governmental 
Organisations in economic activity. 

Representatives of more than 30 donor 
countries agreed on new funding for the 
International Development Association i n  March 
1996. They endorsed a package that will allow 
concessional lending of US $ 22 billion to poor 
countries over the period 1997-99. The three year 
package begins with a one year interim fund of 
about US $ 3 billion from July 1996. In each of 
the next two years, the donor countries will 
contribute US $ 4 billion each to the eleventh 
replenishment of the IDA. 

The World Bank and the IMF have joined 
hands i n  efforts to focus attention on the problelns 
of the heavily indebted poor countries, and to find 
out viable solutions. 

During the year, the total membershjp of 
IBRD increased to 180 following the joining of 
Bosnia and Herzegovina, and Brunei Darussalam 
while the total membership of IDA increased to 
159 with the inclusion of Bosnia and Herzegovina. 

In  1996, commitments by the World Bank 
(IBRD and IDA combined) at US $ 21.4 billion 
showed a decline of 5.1 per cent as against a rise 
of 8.1 per cent in 1995 (Table X-21). Adjustment 
lending amounted to 21 per cent of Bank 
commit~nents i n  1996, lower than 24 per cent of 
1995. This includes US $ 65 million in 
rehabilitation-import loans and US S 30 million in 

I .  Soirrc.c. : \Vorld Bank. Annual Report, 1996. 

debt reduction loans. IBRD commitments declined 
to US $ 14.5 billion from US $ 16.9 billion a year 
ago whereas IDA commitments increased to US $ 
6.9 billion from US $ 5.7 billion the previous year. 

Assistance to the poorest countries - those 
with a per capita gross national product of US S 
765 or less totalled US $ 9,883 million - US $ 
3,566 million from the IBRD and US $ 6,327 
million froin IDA. as compared with a total of US 
$ 8,629 million in 1995 - US $ 3,770 million from 
IBRD and US $ 4,715 million froin IDA. 

International Bank for Reconstruction and 
Development (IBRD) 

Lending commitments of the IBRD amounted 
to US $ 14,488 million in fiscal 1996, a decline of 
14 per cent over US $ 16,853 million i n  1995. The 
three largest borrowers from IBRD were China (US 
$ 2,490 million), Russia (US $ 1,816 million) and 
Argentina (US $ 502 million). India received $ 0.78 
billion i n  1996 (5.3 per cent) as compared with 
$ 1.12 billion (6.6 per cent) in 1995. The sector- 
wise details of IBRD loans to India are indicated 
in table X-22) 

Gross disbursements by the IBRD increased 
by $ 700 million (5.5 per cent) to $ 13,372 million 
from $ 12,672 million in 1995. Net disbursements, 
excluding prepayments to current borrowers were 
$ 2,882 million, an increase of $ 644 million over 
$ 2,238 million in the previous year. 

At the end of 1996, the IBRD's liquidity 
amounted to a total $ 15.9 billion as compared with 
$ 18.4 billion i n  1995. 

The total medium and long term (MLT) 
borrowing of IBRD i n  fifteen countries amounted 
to $ 10.9 billion with an average maturity of 5.1 
years and the average cost, after swap, of 5.38 per 
cent. At the end of 1996. the outstanding MLT 
borrowings amounted to $ 92.4 billion or 95 per 
cent ($ 93.8 billion or 96 per cent after swaps) of 
total debt outstanding, with an average maturity of 
5.3 years and an average cost, after swaps, of 6.3 
per cent. At the end of 1996, the outstanding short 
term borrowings were $ 4.4 billion as compared 
with $ 3.9 billion a year ago. The cod of borrowing 
was 5.43 per cent this year as against 5.83 per cent 
i n  1995. 
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On June 30, 1996, the total subscribed capital 
of IBRD was $ 180.6 billion or 96 per cent of the 
authorized capital of $ 188 billion. During fiscal 
1996, twenty six countries subscribed an aggregate 
$ 4 billion to the General Capital Increase (GCI) 
of $ 74.8 billion. A total of 20,584 GCI shares ($ 
2.5 billion), including additional GCI shares alloted 
to new members who joined IBRD after 1988, 
remain to be subscribed. 

At the end of 1996, the reserve position was 
$ 17.1 billion as against $ 17.2 billion in 1995. 
The reserves-to-loan ratio declined marginally to 
14.1 per cent from 14.3 per cent in 1995. 

International Development Association (IDA) 

During 1995, the lending commitments of IDA 
stood at $ 6,864 million, an increase of $ 1,195 
million or 21.1 per cent from $ 5,669 million the 
previous year. Disbursement from IDA amounted 
to $ 5,884 million, an increase of $ 181 million or 
3.1 per cent over $ 5,703 million in fiscal 1995. 
India was the largest borrower of IDA credit ($ 
1,30 1 million), followed by Vietnam($ 502 million) 
and China ($ 480 million). The sector-wise 
composition of IDA loans to India is shown in 
Table X-23. 

,IDA is mainly funded by donor contributions 
and such funds are "replenished" by an agreement 
among donors every three years. The year 1996 was 
the third and the final year of the 10th 
replenishment of IDA (IDA-lo), the size of which 
was agreed upon at SDR 13 billion. The total 
resources available for IDA -10 period during fiscal 
1996 amounted to SDR 2,591 million. 

For each fiscal year, IDA fixes the level of 
commitment fee based on an annual review of 
IDA'S financial position. It continues to be zero per 
cent for all IDA credits since 1989. 

International Finance Corporation (IFC) 

The International Finance Corporation (IFC), 
established for promoting private enterprise in 
developing member countries, sought to enhance 
its activities in fiscal 1996 by continuing to expand 
and diversify its investments, mobilisation and 
advisory activities. 

The total financing for IFC's own account has 

increased by an average annual rate of 15 per cent 
over the last five years. The IFC approved $ 3.2 
billion for 264 projects for its own account, 
compared with $ 2.9 billion for 231 projects in 
1995. Its resource mobilisation activity recorded an 
approval of $ 4.9 billion in financing through loan 
syndications and underwriting of securities issues 
and investment funds. The Corporation's approved 
projects had total investment cost of $ 19.6 billion 
which meant that other lenders and investors 
provided $ 5.13 for every dollar approved by IFC. 
Projects were approved in 68 countries as against 
67 countries a year ago. New commitments signed 
during the year aggregated to $ 2.1 million as 
compared with $ 2.4 million in 1995. 
Disbursements increased to $ 2.1 billion in 1996 
from $ 1.8 billion the previous year. IFC borrowed 
$ 3 billion in international market and $ 8 million 
from IBRD. Its net income in 1996 was $ 356 
million up from $ 188 million in 1995. It earned a 
return of 8.9 per cent on its net worth, which 
reached $ 4.2 billion on June 30, 1996. 

In the year 1996, the membership of IFC 
increased to 170 countries with the inclusion of 
Azerbaijan, Bahrain, Eritrea, St.Kitts and Nevis, as 
well as Bosnia and Herzegovina, which succeeded 
the membership of the former Socialist Federal 
Republic of Yugoslavia. 

Multilateral Investment Guarantee Agency 
(MIGA) 

In 1996, MIGA's net income before 
provisioning increased by 62 per cent to $ 20.7 
million. The year witnessed better results for 
MIGA's guarantee programmes with those of 1995 
with respect to the (a) number of contracts executed 
(68 against 54), (b) total amount of coverage issued 
($ 862 million as against $ 672 million in 1995), 
(c) number of developing countries benefitted (27 
as against 21) and (d) income earned from premium 
and commitment fees ($ 21.9 million as against $ 
14.4 million a year ago). In 1996, MIGA issued its 
first guarantees in Kuwait, Kyrgyz Republic, Mali, 
Nepal and Papua New Guinea. The contracts issued 
in 1996 facilitated total direct investment of about 
$6.6 billion and created an estimated 7,200 jobs in 
developing member countries. 

In order to promote private investment, MIGA 
offers technical assistance to developing member 
countries through direct support of investment 
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promotion activities, dissemination of information 
on investment opportunities and capacity building 
of Investment Promotion Agencies (IPAs) so that 
they can attract foreign direct investment. Wherever 
possible, MIGA seeks to support activities on a 
sectoral and multi-country basis. During 1996, 
MIGA formally launched its Investment Promotion 
Agency Electronic Network (IPAnet). IPAnet is an 
on-line, marketing, communication and information 
network that links private investors with investment 
intermediaries and technology providers worldwide 
to share information and promote foreign direct 
investment via the internet. 

The number of member countries of the MIGA 
increased from 128 to 134. Twenty one countries 
are i n  the  process of fulfilling membership 
requirements. 

Asian Development Bank (ADB) 
During 1995, the Asian Development Bank's 

total approvals of new loans and investments 
amounted to US $ 5,504.4 million, comprising loans 
of US $ 4,049.5 million from ordinary capital 
resources (OCR), US $ 1,454.9 million from the 
concessional Asian Development Fund (ADF) and 
US $ 110.4 million of equity investments (Table 
X-24). Government and government-guaranteed 
loans accounted for more than 95 per cent of ADB's 
total lending. Sectorwise, the energy sector was the 
major area of Bank lending, followed by social 
infrastructure, transport and communications and 
agriculture and agro-industry. Countrywise, People's 
Republic of China was the largest recipient of ADB 
loans followed by Indonesia and India. In 1995, 
the lending volume increased sharply by 49 per 
cent, after a substantial decline in the year before. 

During 1995, loan disbursements declined 
marginally to US $ 3,587 million; OCR 
disbursements were lower by 2 per cent at US $ 
2,442 million and ADF disbursements 4 per cent 
lower at US $ 1,145 million. Following the 
completion of 70 projects in 1995, the total number 
of completed projects increased to 973 out of 1,294 
projects approved as of end- 1995. 

The ADB's authorised capital as at end- 1995 
stood at US $ 51,893 million, of which US $ 43,078 
million was subscribed. The ADB membership rose 
to 56 with the joining of a third Central Asian 
Republic, Uzbekistan. 

World Trade Organisation 
The World Trade Organisation (WTO) came 

into existence on January I ,  1995 replacing GATT, 
with a membership of 81 countries and territories 
which represented over 90  per cent of the 
international trade in goods and services. The 
membership of WTO has increased significantly since 
then and as at the end of July 1996, there were 123 
members to the WTO. Twenty-nine more countries 
(including China and Russia) are negotiating to join 
the organisation. 

With the primary objective of providing a fresh 
impetus to the growth of world trade. the WTO has 
succeeded in bringing a large number of countries 
under a rule based multilateral trading system. 

In July 1995, 29 WTO members, counting the 
European Union (EU) as one, agreed to sign a 
protocol to promote liberalization in the trade in 
financial services by not later than June 30, 1996. 
The nature of commitments include, improvements 
in the number of licences available for the 
establishment of foreign financial institutions; 
guaranteed levels of foreign equity participation in 
branches, subsidiaries or affiliates of banks and 
insurance companies; removal or liberalization of 
nationality or residence requirements for members 
of the boards of financial institutions; and the 
participation of foreign owned banks in cheque 
clearing and settlement systems. 

WTO has also strengthened its dispute 
settlement mechanism and widened the coverage for 
its trade policy reviews. In November 1995, the 
Dispute Settlement Body of the WTO announced the 
appointment of an Apellate Body that will tiear 
appeals from dispute panel cases on issues of law 
covered in the panel report. It has the power to 
uphold, modify and reverse the legal finding and 
conclusions of the panel. Since May 1996, 38 
complaints were received by the WTO. most of them 
were resolved at the consultation stage. 

The net transfer of resources (disbursements 
minus capital repayments, payments of interest and In December 1995, the WTO established the 
other charges, plus equity investments) to Independent Entity(1E) - for settling the disputes 
developing member cocrltries (DMCs) declined by between exporters and pre-shipment inspection 
28 per cent to US $ 793.8 million. companies was set up. The IE is constituted jointly 
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by the WTO, the International Chamber of 
Commerce (ICC) and the International Federation of 
Inspection Agencies. Administered by the WTO, the 
IE has started functioning since May 1996. 

The WTO Committee on Trade and 
Environment has done useful work in bringing 
together environmental and trade interests and in 
defining the basis for a mutually supportive 
relationship. 

IX. Developments relating to Exchange 
Control 
During the year, several measures of exchange 

control were implemented taking into account the 
changing situation. Efforts were also made to carry 
forward institutional developments. 

Accepting the recommendations of the Expert 
Group on Foreign Exchange Markets in India, 
measures were taken to broaden and deepen the 
foreign exchange market. Authorised ~ e a l e r s  in 
foreign exchange (ADS) were given freedom, 
effective January 1, 1996, to decide their foreign 
exchange overnight open position limits subject to 
the approval by the Reserve Bank of India (as 
against the earlier uniform limit of Rs.15 crores 
for each bank) and their maintaining of Tier I 
capital funds of 5 per cent of the foreign exchange 
open position limit besides the existing capital 
adequacy requirements. 

Furthermore, the Aggregate Gap Limit (AGL) 
which was previously fixed at US $ 100 million or 
six times the net owned funds of the bank 
whichever was lower, is now left to be fixed by 
the individual banks depending upon their foreign 
exchange operations, risk taking capacity, balance 
sheet size and other relevant parameters subject to 
the approval of the Reserve Bank. Effective April 
1 1, 1996 ADS having the requisite infrastructure, 
risk control mechanism and satisfying capital 
adequacy norms, were permitted to initiate cross 
currency positions in the overseas market. 

In order to stem the foreign exchange volatility 
arising out of mismatches in receipts and payments, 
cancellation of forward contracts of US $ 1,00,000 
and above and intra-day trading transactions of 
authorised dealers were monitored closely. 

Other developments concerning easing of 
exchange control are as under : 

(i) Indian exporters exporting to ACU countries 
and receiving the export proceeds in rupees 
or in AMU or in the currency of the 
participating country were henceforth allowed, 
effective May 31, 1995 to receive payments 
in any permitted currency through normal 
banking channels. From January 1, 1996 all 
settlements of accounts under ACU 
mechanism are being made through ACU 
dollar accounts. 

(ii) Software exports were liberalised effective 
September 8, 1995 under which conditions 
regarding receipt of advance payment were 
dispensed with. As a result, computer 
software is allowed to be exported in the same 
manner as applicable to export of other 
goods.The export of computer software in 
non-physical form as above will however 
continue to be regulated by declaration on 
SOFTEX Form. 

(iii) Effective October 4, 1995, the Bank has 
discontinued announcing US dollar buying 
and selling rates. The Bank will quote its spot 
buying rate to any authorised dealer as and 
when a specific request is made to the Bank's 
Dealing Room in the Department of External 
Investment and Operations. The quotation will 
be applicable only to that particular deal and 
subject to change unless the deal is concluded 
immediately. 

(iv) Effective September 28, 1995, it was decided 
to allow foreign feeder line operators or their 
agents in India to collect entire feeder freight, 
slot hire charges from Indian and foreign 
shipping companies and their agents as also 
from Multimode Transport Operators 
registered in India and to make remittances 
or surplus collections after meeting their local 
expenses to their principal foreign feeder line 
company subject to certain conditions. 

(v) Effective February 12,1996, authorised dealers 
are permitted to effect remittances towards 
import of designs and drawings upto Rs.25 
lakhs on production of suppliers' invoice and 
postal wrapperslexchange control copy of Bill 
of Entry as documentary evidence in support 
of import. 

(vi) Effective November 11, 1995, the authorised 
dealers are empowered to allow remittances 
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by a family unit of resident Indian nationals 
to their close relatives residing abroad for 
their maintenance expenses upto US $ 5000 
in a calendar year per beneficiary subject to 
documentary evidence that the beneficiary is 
a permanent resident abroad, helshe does not 
have sufficient income for maintenance and 
helshe is unable to return to India. 

(vii) Effective June 7, 1996, authorised dealers are 
permitted to crediddebi t abroad the interest 
paid by Indian companies to non-resident 
Indiansloverseas corporate bodies on account 
of delayed refund of share subscriptions 
provided they are satisfied that such payment 
of interest is in accordance with the terms of 
acceptance indicated in the prospectus of the 
company in the public issue vetted by the 
Securities and Exchange Board of India 
(SEBI) and in accordance with other related 
conditions enshrined in the Exchange Control 
Manual. 

(viii) Effective June 7, 1996, hotels and airline 
companies are allowed to receive payments 
in Indian rupees from foreign tourists without 
insisting on encashment certificates. 

(ix) Effective July 6, 1996 authorised dealers have 
been delegated with powers to effect 
remittances of legal expenses on behalf of 

their importer constituents upto US $ 10,000 
or its equivalent for settling disputes relating 
to imports subject to certain conditions. 

(x) ADS were permitted to invest funds mobilised 
under FCNR (B), FCON, EEFC and RFC in 
short term deposits with banks abroad with 
specific ratings by Standard and Poor and 
Moody's. From January 1, 1996 this rating 
stipulation was dispensed with for such 
deposits with own branches abroad. 

(xi) ADS are permitted effective August 5, 1996, 
to offer a variety of hedging products to 
corporates such as interest rate swaps, 
currency swaps, coupon swaps, purchase of 
interest rate capslcollars and forward rate 
agreements, either by booking the transaction 
overseas or on a back to back basis without 
prior approval of the Government or the 
Reserve Bank. The facility of forward 
exchange cover by ADS has now been 
extended to interim dividends, net remittable 
freight collections due to foreign shipping 
companies, substitution orders i.e. substituting 
an order underlying a forward contract with 
another order and funds raised under foreign 
currency loans and GDRs. A market 
intelligence cell has been set up in the 
Exchange Control Department to closely 
study and monitor the forex market. 
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Table X-1  : External Sector : Key Indicators 

Quick Estimates Preliminary Actuals 

1995-96 1994-95 1993-94 1992-93 199 1-92 1990-9 1 

- 

a Indicators of Integration and Openness 

1 1  ExportsIGDP ('jc) 10.0 8 .9  8 .9  8.2 7 .2  6.2 

h lnvisiblsa Account 

I )  Inv~sible Rece~ptslGDP (7%) 

1 1 )  Invisible Paylnents/GDP (7%) 

~ i i )  Inv~sible NetIGDP (%) 

c Indicators of Sustalnab~l~ty 

I I Import Purchasing Pouer of Exports 
(Base 1978-79=100). 
Annual Growth Rate (R) 

i ~ )  Exports Volume Growth (%) 

i ~ i )  Current Receipts Growth (%)@ 

~ v )  Current Recelprs @/Current Payments (%)  

vi) Debt-GDP Ratio (%) 

\~lli)lmport Cover of Reserves (in months) 

@ = Excluding offlcial transfers 

@ @ = Tentative 
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Table X-2 : India's Overall Balance of Payments 

(US $ ~ni l l~on)  (Rs Crore) 

Quick Estimates Preliminary Actuals Quick Estimates Preliminary Actuals 

1995-96 1994-95 1993-94 1992-93 1991 -92 1990-9 1 1995-96 1994-95 1993-94 1992-93 1991 -92 1990-91 

A. Currenl Account 

I .  Exports. f.o.b. 32467 26857 22683 18869 18266 18477 108601 84326 71146 54762 44922 33153 

3. Trade Balance -8945 -4983 -2386 -4368 -2798 -9438 -29921 -15647 -7484 -14101 -6495 -16933 

4 .  Inuisibles. net 3511 2349 1228 842 1620 -242 11744 7376 3848 1337 4258 -435 

(a)  Non factor servlces 94 -371 535 1129 1207 980 314 -1165 1677 2698 3134 1758 

(c)  Private Transfers 7480 6200 3595 2773 3783 2069 25020 19467 11275 8089 9381 3711 

(d) Official Transfers 416 472 368 363 460 461 1392 1482 1155 1053 1140 828 

5. Current Account Balance -5434 -2634 -1158 -3526 -1178 -9680 -18177 -8272 -3636 -12764 -2237 -17368 

B. Capital Account 

I External Assistance, net 780 

a)  Disbursements 2978 

b) Amonisation -2 198 

2 Commercial Borrowjnps. net 527 

a) Disbursements 3876 

b) Amortisation -3349 

3. Shon Term Credit,nel 160 

4. NRI Deposits. net 945 

5. Foreign Investment. net 4143 

6 .  Rupee Debt Service -963 

7 Other Capirxl.Net @ - 1367 

8.  Total Capital Account 4225 

C. Overall Balance -1209 6105 8677 -560 2790 -2492 -4012 19152 27216 -800 7768 -4471 
[A(S)+B(8)1 

D. Monetary Movements 1209 -6105 -8677 560 -2790 2492 4012 -19152 -27216 800 -7768 4471 
(E+F+G) 

E. IMF. Net -1710 -1146 187 1288 786 1214 -5732 ' -3588 587 3363 2077 2178 

G. Reserves and Monetary 2919 -4959 -8864 -728 -3576 1278 9744 -15564 -27803 -2563 -9845 2293 
Gold (Increase -, 
Decrease +) 

# : Includes India Development Bonds. 

@ : Includes delayed export recelpts and errors and omissions. For the year 1992-93, it also includes errors and omissions arising out of the 
applrcation of dual exchange rates appljcable under the Liberal~sed Exchange Rate Management System (LERMS). 
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Table X-3 : Invisibles by Category of Transactions 

(US $ million) 

Q u ~ c h  Est~~n; l t rs  Prel~m~nary Actunls 

1995.96 199-1-95 1993-91 1992-93 1991-92 1990-9 1 

1. Non-Factor Scrvices, net 
I<sc.c.lpl, 
Pa! Illcnr\ 

1 1 1 )  lnsul-nncs, net 
R e c r ~ p ~ s  
Pa! Incnt\ 

11) Investment Income, net 
Kcc'ipta 
Payl~lrnrs 

111) Pri\ ate Transfers. net 
R e c e ~ p ~ s  
Pa! Inents 

1V) Official Transfers, net 
Recr~prs 
P~ly~ncnts  

Invisibles, net ( I  to IV) 
Receipts 
Payments 
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Table X-4: Composition of Capital Account Inflows 

Prel~m~nary Actuals Quick Estimates 

1990-9 1 199 1-92 1992-93 1993-94 1994-95 1995-96 

Total Capital Receipts (net) (US $ million) 7188 3968 2966 9835 8739 4225 

Ex~srnal Assistance 30.7 76 5 62.7 19.3 16.4 18.5 

External Commercial Borrowings 31 3 36.7 -12.1 6.2 11.8 12.5 

NRI Deposits 21.4 7.3 67.5 12.3 9.3 22.4 

Rupee Debr Serv~ce -16.6 -3 1.3 -29.6 -10.7 -12 0 -22 8 

Other Cap~tal 31.8 7 .3  -7.2 29.8 18.5 -28.7 
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Table X-5 : External Assistance (Fiscal Years) 

(Rs. crore) 

Items 

Authorisation Utilisation Debt Service payments 

Loans Grants Total Loans Grants Total Amort i-  Interest Total debt Net inf low 
(2+3) (5+6) sation payments service o f  aid 

Payments (7- 10) 

i )  1988-89 

j) 1989-90 

k) 1990-9 1 

1) 1991-92 

m) 1992-93 

n) 1993-94 

0) 1994-95 (R) 

p) 1995-96 (P) 

2. Amount undisbursed 56,621 7,446 64,067 
as at the end o f  (16,484) (2,168) ( 18,652) 
March 1996 (P) 

Note : I. Amounts o f  authorisations and u~i l isat ion and debt service payments under loans are inclusive o f  Gover~iment and Non-Govern~nent loans. 

2 Loan amounts are net o f  surrenders, de-obligations and cancellations etc. 

3. Amount undisbursed as at the end o f  March 1996 represent rupee values calculated at the rates prevalent at end March 1996. 

4. Figures in  brackets represent amounts i n  millions o f  U S  dollars. These are converted at annual average rates for the respective years and 
amount undisbursed are converted from donor currencies to US dollar at end March 1996 rate. 

5. Gross aid ut~l isat ion i~~c ludes  debt relief provided i n  the form o f  refinancing credits and grants. Debt service payments in  these cases are 
covered in  columns (8) and (9) above. 

@ : Excludes IMF Trust Fund. R : Revised. P : Prov~sional 
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Table X-6 : Loans authorised and utilised during 1994-1995 and 1995-96. (Fiscal Years) 

(Rs. Crore) 

Country 
lnstlturion 

Authorisations Utilisation Loans Undisbursed 
as at the end of 

1994-95 (R) 1995-96 (P) 1994-95 (R) 1995-96 (P) March March 
1995 (R) 1996 (P) 

1 .  IBRD 

3. IFAD 

4. ADB 

6. Belgium 

7.  United Kingdom 

8 Denmark 

9. France 

10 Germany 

1 1 .  Italy 

I? ,  Japan 

13. Netherland 

14. Sweden 

15. Switzerland 

16. Spain 

17. U.S.A. 

18 Hungary 

19. OPEC* 

20. Australia 

Total 

* Cornprises Iran. Iraq. Kuwait, Abu Dhab~. Saudi Arabia and OPEC Special Fund 

R : Revised P : Provisional. 

Nore : Figures In brakcets represent millions of US Dollars. These are converted at annual average rates for the respective years and amounts 
undisbursed are converted at cnd-March rates. 
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Table X-7  : Grants @ Authorised and Utilised during 1994-95 and 1995-1996. (Fiscal Years) 

(Rs. Crore~  

Authol 1sat1on5 U ~ ~ l ~ s a r t o n  Grants Und~shursed 
ac clt the end ol 

IW4-YS R lYLJ?-96 P I994 95 R 1995-06 P hIarch Malt h 
1995 R 1996 P 

I2 LI S .A o~hcr  
rhan P L  4SOi 
P L  665 

17 E E C  

7 - 47 3 I - - 

I 1 )  I-) ( 1 6 )  (9)  I -) (-) 

h'ort* F ~ y r r . ~  In bl-akccl.; ~epl-etel>l ~ n ~ l l ~ o r i s  of US Dollara. Tllcse are convencd ;it annual average ralcs for the respscll\e year\ and alnoullrs 

@ lncludtnf debt rzl~el a\  under 
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Table X-8 : India's External Debt 

(US % million) 

As at the end of March 
Itern 

1996 P 1995 1994 

I .  Multllateral 

II .  Bilateral 

I l l .  International Monetary Fund 

IV. Trade Credit @ 

V. Coinmerc~al Borrowing @ 

VI NRI & FC(B&O) Deposits 
(above one-year maturity) 

VII. Rupee Debt * 

VIII. Total Long-term Debt 
( I  to VII) 

1X. Short-term Debt * *  

X. Gross Total 

Concessional Debt 
As % of Total Debt 

Short Term Debt 
As % of Total Debt 

Debt Indicators : 
Debt Stock - GDP Ratio (in per cent) 

Debt Service Ratio(%) (For fiscal year) 
(Including debt servicin on non-civilian credits) 

- - - 

P : Provisional. 
* Debt owed to Russia denominated in Rupees and converted at current exchange rates,payable in exports. This also include Rupee suppliers' 

credit from end-March 1990 onwards. 
* *  This does not include LC-based trade credit for which no estimates are available. 

@ Data on external commercial borrowings (including trade credits) for 1993-94 1994-95 and 1995-96 furnished by the Mlnistry of Finance, are 
tentative and would be subject to revisions as details llre drawn from returns. Subsequent revisions in these data therefore necessitate corresponding 
changes in the balance of payments and external debt statistics. 

# Based on GDP at market prices of Rs 10,91.548 crore for 1995-96 at a growth rate of 6.6 per cent. 

Note : 1 .  The data on NRI deposits are inclusive o i  accrued interest credited to the accounts under FCNRA,FCNR(B) and NR(E)RA schemes. 
These data differ significantly from those puhlished earlier as the latter included estimated accrued interest credited to FCNRA whereas 
the former include actual accrued interest which is based on an in~tial census count and are being subjected to a further special audit. 

2. Multllateral loans do not include revaluation of IBRD pooled loans of US f 1.32 billion and exchange rate adjustment. under IDA loans 
for Pre-I97 1 credits. 
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Table X-9 : Currency composition of External Debt 

Currency 
- - ---- 

Total Per centage Told Per centage 
End March End March End March End March 

1995 1995 1996 1996 
(in US $ mn) (in US $ mn) 

US Dollar 

SDRs 

Indlan Rupee 

lapanese Yen 

Deutsche Mark 

Pound Sterling 

French Franc 

Netherland Guilder 

SWISS Franc 

Canadian dollar 

Denrsh Kroner 

Others 

Total 

L C.  : Lenders' Currency 

Note :The f~gures for end March 1996 is exclusive of IBRD pooled loan revaluat~on of US $ 1.32 b~llion. 

External Debt at the end of March 1995 = US $ 99.008 
Extrl-nal Debt 31 the end of March 1996 = US $ 92,193 
Total decrease in the stock of external debt = US $ 6815 

Outflow of debt creating cap~tal = US $ I541 (22.61 70) 
(as recorded in BOP table) 
Exchange rate changes on the dollar = US $ 5274 (77.39 9%) 
value of debt 
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Table X - 10 : Foreign Investment Inflows by category 

(US $ million) 

A. Direct Investment 

a. Government (SIAffIPB) 

b. RBI 

c .  NRI 

B. Portfolio Investment 

i .  GDRs 

11. Flls 

I ~ I .  Offshore funds 
and others 

Total (A+B) 

GDRs : Global Depository Rece~pts. 

Flls : Fore~gn lnstiturional lnvesrors 

Table X-11 : Private Non-debt creating flows to Developing Countries, 1991-95 

(U.S. % billion) 

Category 1991 1992 1993 1994 1995 * 

I 2 3 3 5 6 

Total private non-debt creating flows 

(Ind~a's share C i r )  

Fore~gn d ~ ~ e c t  Inbeslnent 

(Ind~a's share R )  

Poniol~o equlty Investment 
(Est~mated) 

(Ind~a's share R )  Neg Neg (7.9) ( 10.2) (10 1) 

* Projrcled. 

Neg : Ne~ligible. 

S O I I I L . ~  : World Dcht Table. 1996 
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Table X-12 : Inflows (+) 1 Outflows (-) under various NRI deposit schemes @ 

(U.S. $ million) 

I FCNK 1 4 )  - 

2 FCNR I B I  1075 1979 2669 

@' All Irpure, are ~ n c l u \ ~ v e  01' accrued Interest 

N o  : I .  FCNR(A) : Foreign Currency Non-Res~dent (Accopunts). 

2 FCNR ( B )  : Fore~gri Currency Non-Res~dent (Banks). 

3 SR(E)RA : No~i-Res~dent (External) Rupee Accounts 

-I NR[NR)RD Non-Resident (Non-Repatrlable) Rupee Depos~ts 

Table X-13 : Outstanding balances under various NRI deposits @ 
(as at the end of March) 

(US % million) 

1994 1995 1996 

@ All f~gurc.s are ~nc lus~ve  of accrued interest. 

Nort, - I FCNK(A) : Fol-e~gn Currency Non-Resident (Accounts). 

2 FCNR(B) : Fore~gn Currency Non-Resident (Banks). 

3 N R ( E , R A  . Non-Res~derit (External)Rupee Accounts. 

-I NR(NR)RI) : Non-Kes~dent (Nan-Repatr~able) Kul~ce Deposits. 

I n c l u s ~ ~ e  ol' FC I B R O )  L) of U.S. 5 533 r ~ i ~ l l ~ o n ,  the [oral outstand~ng f~gurr. for end March 1994 would alnount ro U S .  S 16.795 rn~lliun 
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Table X-14 : Exchange Rate of the Indian Rupee 
(Annual Averages)* (April-March) 

(Rupees per unit of SDRIForeign Currency) 

Currency 1991-92 1992-93 1992-93 1993-94 1994-95 1995-96 

Official rate Market rate 

SDR 

U S Dollar 

Pound C t e ~ l ~ n g  
A 

Dcut5~he Mark. 

Japanete Yen 

Frcnch F~ance  

Canad~an Dollar 

S ~ l r s  F ~ a n o  

Itallan L ~ r a  

Netherlands Gu~lder 

Bangladesh Taka 

Tha~land Baht 

Indonesian Rup~ah 

South Ko~ran  Won 

Srl Lankan Rupee 

43.88630 

3 1.3655 
(-2 3) 

47.2064 
(9.5) 

18.7403 
(4.5) 

0 291 I 
(-1 5.5) 

5.4633 
(6.0) 

23.9564 
(4.1)  

21 4373 
( I .  I )  

0.0 196 
(20.4) 

16.7801 
(3.8) 

@J Rupees pel- SDR is arr~\,ed by crossing U S. DnllarISDR rare w ~ t h  RBI Reference rate 

~ V i ~ r r  . I ( 3 )  The offlcal rares haw he'11 worked out as follows : The SDR rate I S  as g~ven In  he International Financial Statistics. Upto February 
1992. the Pound S t e r l ~ ~ ~ g  rate was the middle rate of the RBI quotat~ons and the rates for all other currencies were the average rates 
In London walker crossed with the RBI middle rate for Pound Sterl~ng. From March 1992 to February 1993. the U S.  Dollar rate was 
the n ~ ~ d d l e  rate of the RBI quotations and the rates for all other currencies were the average rates in the New York / London market 
crossed w ~ t h  RBI middle rate for the U.S. dollar. The rates for March 1993 have been workcd out by crossil~g fore~gn currency I U.S. 
Dollar rate \\ith Rupee1U.S dollar (RBI Reference) rate. 

( h )  The rnarket rares ha\.e been worked nut by crossing foreign currency1U S.  Dollar rate with Rupee1U.S. Dollar FEDAl indic3tive rates. 

2 .  F~gurcs within brackets indicate percentage appreciation/depreciation(-) of the rupce over the preceding year. 
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Table X-15 : Exchenge Rate of Indian Rupee-Monthly Average 
(Rupees per unit of SDRForeign Currency) 

MonthIYear SDR U.S. Dollar Pound Sterling Deutsche Mark Japanese Yen @ 

FEDAI Indicative Rates 

March 1994 
1994-95 
April 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 

1995-96 
April 

June 

July 

August 

September 

October 

November 

December 

January 

February 

March 

1996-97 
Apirl 

June 

@ Rupees per 100 units of foreign currency. 

Nore . I .  Figures in brackets indicate percentage appreciation / depreciation (-) of the rupee over preceding month 
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Table X-16 : International Reserves (excluding gold) 

x-37 

(SDR million) 

Country Group Total Reserves 
(exclud~ng gold) SDRs 

Keserve Posit~on 
in the Fund 

Foreign Exchange 
Reserves 

All Countries 823.043 948.264 15.762 19,773 3 1.726 36,673 775,622 89 1,8 13 

Industrial Countr~es 433,819 487.693 12.486 14,998 27,417 3 1.644 393.9 18 44 1,053 

Developing Countries 389.224 460.57 1 3.276 4.775 4,309 5.029 38 1.704 450.759 
- ~p -p -- ~p -p -p 

Sol~~.se : International Financial Statistics. August, 1996 

Table X-17 : External Debt and Debt-Service of Developing Countries. 

(US $ billion) 

External Debt 

All Develop~ng Countries 

Afr~ca 
Asla 
Mlddle East and Europe 
Western Hemisphere 

External Debt to Expo~ts of 
Goods & Serbices (in per cent) 

All Developing Countries 128.2 121 7 111.2 

Asla 
hl~ddle Easr and Europe 
Western Hem~sphere 

External Debr to GDP 
(In per cent) 

All Developing Countries 

Afr~sa. 
Asla 
hllddle Eaht and Europe 
Western Hemisphere 

Debt Service Ratio 
( I n  per cent) 

All Dcvelop~ng Countl.ies 15.5 15.2 15.5 

Afncn 25.5 23.2 29.6 
As13 8.3 7.6 7.5 
M~ddle East and Europe 12.9 16.8 15.3 

Western Hern~sphere 32.5 42.5 44.5 

5o~fic.r . World Economrc Outlook. International Monetary Fund. October 1996 
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Table X- 18 : Fund Purchases and Repurchases 

(SDR billion) 

January-June 

I .  Total Purchases @ 5.0 5.0 17.0 8.7 3.0 

2. Total Repurchases @ 3.8 4.6 6 6 2. I 2.3 

3. Net Purchases ( 1-2) 1.2 0.4 10.4 6.6 0.7 

@ : Excludes reserve tranche PurchaseslRepurchases 

Sou!-ce . International F~nancial Statistics, August, 1996. 

Table X-19 : SDR lnterest and Remuneration Rates 

(per cent per mnum) 
- -  - 

For the quarter ended SDR Interest Rate1 
Rate of Remuneration @ 

1 2 

June 1995 4.71 

Decemher 1995 4.25 

March 1996 3.97 

June 1996 3.92 

@ A~erage of the ~ e e k l y  rates 
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Table X-20 : Rate of Charge and Remuneration 

(per cent per annum) 

For the quaner Rate of charge Rate of Renumeration 
ended 

Bas~c Rate" Adjustment# Adjusted Rate Unadjusted Adjustment# Adjusted 
Average Rate@ Average Rate 

July 31, 1995 

October 31. 1995 4.46 0.29 4.75 4.35 0.87 3.48 

January 3 1. 1996 4.26 0.24 4.50 4.16 0.83 3.33 

" This is determ~ned by assuming that all charges due and a c c ~ e d  would be paid 

# T h ~ s  is on account of burden sharing of overdue charges and the amounts to be placed in Special Contingent Account-l and Special Contingent 
Account-?. 

@ Th~s  1s equivalent to the average SDR rate of interest for the quaner concerned 

5 Rate after adjusting for the retroactive reduction of charge 

Table X-21 : Lending by the World Bank-Fiscal 1995 and 1996 

(US $ million) 
-- -- 

IBRD IDA World Bank 

1995 1996 1995 1996 1995 1996 

I 2 3 4 5 6 7 

I .  Lend~ng colnmitments 

2. Disbursements 

Figures in parentheses indicate percentage var~ation over the previous year. 

@ Excludes guarantees and loans to IFC. 

Sour~-e . World Bank Annual Repon 1996. 
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Table X-22 : IBRD's Assistance to India-Sector-wise, fiscal years 1994-96 

(US $ million) 
- -- 

Secror 

Agr~culrure and Rural Developll~enl - - - 

Educa~lon 

Financial Sector 

011. gas and coal - - - 

Power - - 350.0 

Industry - - - 

Poyular~on. Health and Nutr~tion - - - 

Highways 94.0 - - 

MJorer supply and sewerage 

Others 

Total 

Toral loans sanct~oned by IBRU 14,244.0 16,852.0 14,488.1 

Pelcentage share of lnd~a 0.7 6.6 5 3 
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Table X-23 : IDA'S Assistance to India-Sector-wise, fiscal years 1994-96 

(US $ million) 

Sector 

Agriculture and Rural Development 382.4 526.4 432.9 

Education - 260.3 425.2 

Populat~on. Health and Nutrition 206.4 133.0 350.0 

Transportation-Highways - - - 

Area Development 246.0 - - 

Industry - - 63.0 

Environment - 25.0 - 

Water Supply and Sewerage - - - 

Others 

Total 

Total loans sanctioned by IDA 6,592.1 5,669.2 6,864.1 

Percentage share of lnd~a  12.7 16.7 19.0 
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Table X-24 : Lending Activities of Asian Development Bank 

(US % million) 

Total lending 
Amount 

Number of Prolects @ 
OCR loan* 

Number of loans 24 3 7 736 * 

Uisbursen~rnls 
ADF loans 

Number of loans 26  3 7 672 

Equity Inveslrnents " 
Amounl 

Equity U n d e r ~ r i t i n g  " 
Aniounr - 

Number of Comm~tments  - - 6 

# Cumula t~ \e  totals rnay not add due to ~ o u n d ~ n g  
" Amounls and numbers adjusted to exclude cancellar~ons 

@ Prolects f~nanced from both OCR and ADF are counted only once 
Cu~nulal l \e  number of projects excludes supplementary loans 



CHAPTER XI 

MAJOR DEVELOPMENTS IN STATES AND 
UNION TERRITORIES* 

This Chapter analyses some of the important during the year 1994-95 were 0.4 per cent for 
economic aspects relating to the developments in Madhya Pradesh and 17.0 per cent for Rajasthan, 
the States and Union Territories (UTs). respectively. 

State Domestic Product 

The latest data on net State Domestic Product 
(SDP) relate to the year 1994-95. Annual growth 
rates in SDP of States and Union Territories 
together with those on Net Domestic Product (NDP) 
at factor cost at 1980-81 prices for all-India for 
the period 1989-90 - 1994-95 are presented in Table 
XI-I. The all-India NDP grew by 6.2 per cent 
during 1994-95 as compared to a growth rate of 
4.7 per cent in 1993-94. Data for 1994-95 in respect 
of Himachal Pradesh, Jammu and Kashmir, 
Manipur, Nagaland, Tripura, Delhi and Pondicherry 
are not available. Among other StatesIUTs the 
lowest and highest annual growth rates recorded 

During 1994-95, Andhra Pradesh recorded a 
negative growth of 1.0 per cent as against a positive 
growth of 10.3 per cent in 1993-94. Assarn, Gujarat, 
Haryana, Maharashtra, Meghalaya. Rajasthan, Tamil 
Nadu, West Bengal and Andaman and Nicobar 
Islands recorded growth in their NSDP above 5 per 
cent. The StatesIUTs in different size-class 
categories of annual compound growth rates during 
the period 1989-90 through 1994-95 are listed 
below : 

Sectoral Growth Rates 

Sectoral Growth Rates in different StatesJUTs 
during 1993-94 and 1994-95 for selected sectors are 

Compound Annual Growth Rates of NSDP of StatesKJTs - 1989-90 to 1994-95 

Sr. Compound Annual No. of States1 Names of States I 
No. Growth Rates, Size-class Union Territories Union Territories 

1)  Less than 3 per cent 8 

2) Between 3 per cent and less 
than 4 per cent 

3) Between 4 per cent and less 3 
than 5 per cent 

4) Between 5 per cent and less 9 
less than 6 per cent 

5) Between 6 per cent and less 3 
than 7 per cent 

6 )  Between 7 per cent and less 
than 8 per cent 

7)  Between 8 per cent and above 1 

Andhra Pradesh, Assam@ Bihar, Himachal Pradesh@, 
Nagaland*. Orissa, Uttar Pradesh and Pondicherry @ @. 

Jammu and Kashmir@ 

Haryana, Madhya Pradesh and Punjab 

Gujarat, Karnataka, Kerala, Manipur@, Meghalaya, 
Rajasthan, Tripura@ @, West Bengal and Andaman 
& Nicobar Islands. 

Goa, Maharashtra and Tamil Nadu 

Arunachal Pradesh 

Note : NSDP data are at constant (1980-81) prices. 
@ : Compound growth rates are calculated between 1989-90 and 1993-94 due to non-availability of data for 1994-95. 
@ @  : Compound growth rates are calculated between 1989-90 and 1992-93 due to non-availability of data for 1993-94 

and 1994-95. 
* : Compound growth rates are calculated between 1989-90 and 1991-92 due to non-availability of data for 1992-93, 

1993-94 and 1994-95. 

* This Chapter is prepared on the basis of informationtdata available upto end-November 1996. 
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presented in Table XI-2. At the all-India level there 
was Improvement in the 'agricultural' sector which 
registered a growth rate of 5.1 per cent during 1994- 
95 as against 3.3 per cent during the previous year. 
State-wise Andhra Pradesh, Arunachal Pradesh, Goa, 
Kerala, Madhya Pradesh, Maharashtra and Orissa 
recorded declines during 1994-95 in agricultural 
sector. Flve States recorded growth rates of more 
lhan 7 per cent. These were Gujarat. Haryana, 
Meghalaya, Rajasthan and Tamil Nadu. At all-India 
level 'Forestry and Logging' sector recorded a rate 
of growth of 0.5 per cent in 1994-95. All States 
excepting Andhra Pradesh, Bihar. Meghalaya, Tamil 
Nadu and Uttar Pradesh recorded positive growth in 
forestry and logging which varied between 0.7 per 
cent for Assam and 13.5 per cent for Goa. At the all- 
India level 'Fishing' and 'Mining and Quarrying' 
sectors recorded a growth rate of 3.7 per cent and 
2.1 per cent in 1994-95, respectively. In the 'Fishing' 
sector Assam. Bihar. Goa, Karnataka, Maharashtra 
and Meghalaya recorded negative growth rates and 
the remaining StatecIUTs recorded positive growth 
rates during 1994-95. Except Andhra Pradesh and 
Arunachal Pradesh which recorded a negative 
growth rate. all other StatesIUTs recorded positive 
growth rates in the 'Mining and Quarrying' sector 
during 1994-95. The  'Manufacturing'  sector 
recorded a growth rate of 9.1 per cent in 1994-95 at 
the all-India level. Excepting Andhra Pradesh and 
Orissa. all other States and UTs recorded positive 
growth in manufacturing and these varied between 
0.1 per cent for Goa and 29.1 per cent for 
Meghalaya. 

The sector-wise compound annual growth rates 
during the period 1989-90 through 1994-95 are 
indicated in Table XI-3.  Data in respect of 
Himachal Pradesh, Jammu and Kashmir, Manipur, 
Delhi and Pondicherry have been computed for the 
years 1989-90 and 1993-94 and that for Tripura 
have been computed only for the period 1989-90 
to 1992-93 due to non-availability of data for 1994- 
95 and 1993-93. respectively. Similarly, in the case 
of Nagaland data have been computed for the years 
1989-90 and 199 1-92 due to non-availability of data 
for the years 1992-93, 1993-93 and 1994-95. 

The data show that barring Assam, Bihar, 
Himachal Pradesh, Orissa and Tripura, the rest of the 
StatesNTs have recorded positive compound growth 
rates in agriculture. In regard to 'Fishing' three States 
viz.. Assam. Jammu & Kashrnir and Maharashtra 
recorded negative growth I-ates whereas i n  respect of 
'Manufacturing' Assam, Hiniachal Pradesh, Orissa 

and Pondicherry posted negative growth rates during 
the period under review. 

Shares of Agriculture and Manufacturing 

Shares of agriculture and inanufacturing in the 
aggregate State Domestic Product (SDP) for two 
years 1993-94 and 1994-95 are presented in Table 
Xl-4. These data show that output from agriculture 
provides an inlportant source of income for most 
StatesIUTs. For eleven StatesJUTs in 1993-94, 
agriculture output contributed between 30 and 40 per 
cent of State Domestic Product. The agricultural 
sector of Haryana, Madhya Pradesh, Punjab and 
Uttar Pradesh accounts for more than 40 per cent of 
the State Domestic Product. For as many as twelve 
States agricultural output in 1994-95 was more than 
the all-India level of 29.2 per cent. 111 Haryana, 
Madhya Pradesh,  Punjab and Uttar Pradesh.  
agricultural sector contributed more than 40  per cent 
of the State Domestic Product. In case of Goa, the 
share of agriculture in SDP of Maharashtra was 10.4 
per cent.  The  share of agriculture in S D P  of 
Maharashtra was 16.7 per cent. The share of the 
manufacturing sector in the NDP at the all-India 
level stood at around 20 per cent during the two 
years viz., 1993-94 and 1994-95. The contribution of 
the manufacturing sector to the SDP in the case of 
Bihar, Goa, Gujarat, Haryana, Karnataka, Kerala. 
Madhya Pradesh, Maharashtra, Punjab, Tamil Nadu 
and West Bengal ranged between 15-30 per cent 
while in respect of Goa,  the share  of the 
manufacturing sector in its SDP was around 35 per 
cent during these years. The StatesJUTs where the 
contribution of manufacturing sector to their SDP 
was below 10 per cent were : Arunachal Pradesh, 
Assam and Meghalaya. 

State-wise share in All-India NDP 

Details of state-wise share in all-India NDP 
at constant (1980-81) prices are given in Table XI- 
5. During the period 1989-90 to 1994-95, the shares 
of most of the States in all-India NDP have 
remained nearly constant. State-wise, Maharashtra 
led with a share of 15.8 per cent in 1994-95. The 
other States/UTs whose share in the national NDP 
was above five per cent were : Andhra Pradesh, 
Gujarat, Karnataka, Madhya Pradesh, Tamil Nadu, 
Uttar Pradesh and West Bengal. 

Agricultural Production 

Data on production of selected foodgrains in 
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respect of Statesmnion Territories are available 
upto 1994-95 and these are presented in Statement 
21 of Volume I1 of the Report. During 1994-95, 10 
States registered a rise in the foodgrains output over 
the level of 1993-94 while there was a decline, in 
twelve states, viz., Andhra Pradesh, Arunachal 
Pradesh, Assam, Himachal Pradesh, Karnataka, 
Kerala, Madhya Pradesh, Maharashtra. Manipur, 
Nagaland, Orissa and Sikkim. Eight major states 
viz.. Andhra Pradesh, Assam, Himachal Pradesh, 
Karnataka, Kerala, Madhya Pradesh, Maharashtra 
and Orissa, recorded a decline in cereal production 
in 1994-95 over 1993-94. Similarly, six major states 
viz., Andhra Pradesh, Gujarat, Karnataka, 
Maharashtra, Uttar Pradesh and West Bengal 
registered a fall in production of pulses in 1994-95 
over 1993-94. Rice production in 1994-95 showed 
increase over the level reached in the preceding 
year in most of the states except Andhra Pradesh, 
Arunachal Pradesh, Assam, Kerala, Maharashtra, 
Manipur, Nagaland, Orissa and Uttar Pradesh. 
Similarly, wheat production increased in 1994-95 
i n  Andhra Pradesh, Assam, Gujarat, Haryana, 
Madhya Pradesh, Maharashtra, Orissa, Punjab, 
Rajasthan, Uttar Pradesh and West Bengal over the 
level reached i n  1993-94. 

State-wise data on production of selected non- 
foodgrains are presented in Statement 22 of Volume 
11 of this Report. Among the states which are major 
producers of oilseeds', almost all the states recorded 
a rise in output in 1994-95 over that of the previous 
year, excepting Andhra Pradesh, Karnataka, Madhya 
Pradesh and Maharashtra. In the case of cotton, 
among the major cotton producing states,' Andhra 
Pradesh, Gujarat, Haryana, Karnataka, Punjab, 
Raiasthan and Tamil Nadu recorded increases in 

excepting Rajasthan recorded a rise in output in 
1994-95. As regards raw jute and mesta, all the 
major producing states4 like Andhra Pradesh, 
Assam, Bihar, Orissa and West Bengal registered 
an increase in output i n  1994-95. 

Consumption of Fertilisers 

The region-wise information on consumption of 
fertilisers (NPK) in terms of kilograms per hectare 
is available upto 1995-96. The consumption of 
fertilisers showed a rise in all the states except 
Arunachal Pradesh, Himachal Pradesh, Kerala, 
Meghalaya, Nagaland, Sikkim, Tamil Nadu and 
Tripura as compared to the position in 1989-90 
(Table XI-6). The per hectare consumption in 1995- 
96 was the highest in Punjab at 167.28 kgs. followed 
by Andhra Pradesh (137.30 kgs.), Haryana (123.68 
kgs.), Tamil Nadu (106.89 kgs.), Uttar Pradesh 
(101.45 kgs.), West Bengal (99.26 kgs.) and Bihar 
(76.96 kgs.). In comparison with the top rankers, per 
hectare consumption was low in the case of 
Arunachal Pradesh, Assam, Meghalaya, Mizoram, 
Nagaland, Sikkim and Tripura. Gujarat, Karnataka, 
Kerala, Maharashtra and Manipur crossed the level 
of consumption of fertilisers at 50 kgs. per hectare. 
Arunachal Pradesh recorded the lowest level of 
consumption of fertilisers at 1.53 kgs. In 1995-96 as 
many as 16 states were having average consumption 
of fertilisers lower than the average consumption 
level for the country as a whole. The average 
consumption of fertilisers for the country as a whole 
moved up from 63.49 kgs. per hectare in 1989-90 to 
74.8 1 kgs. per hectare i n  1995-96. 

Industrial Sector 
ouLput in 1994-95 and only Maharashtra recorded 
a decline in output in 1994-95 compared with a The main aspects of industrialisation in the 

poor performance in the previous year. In respect StatesNTs are captured from the data indicated in 

of sugarcane,' all the major producers of sugarcane the Annual Survey of Industries (ASI) published 
by the Central Statistical Organisation (CSO). The 
latest survey pertains to 1992-93. Some of the 

1 .  The states are identified on the basis of the annual indicators culled out from the survey are presented 
average output of 1 million t0nnes a year during the i n  Table XI-7 for two reference years viz., 1988- 
five-year period ending 1994-95. 89 and 1992-93 covering in the process a period 

2 The states are identified on the basis of the mean output of five 
level of more than 500 thousand bales (of 170 kns. each) 
per year during the period 1990-91 to 1994-95- 

3. The states are identified on the basis of the annual 
average output of a minimum 1 million tonnes a year 
during the five-year period ending 1994-95. 

4. The states are identified on the basis of the mean output 
level of more than 500 thousand bales (of 180 kgs. each) 
per year during the period 1990-91 to 1994-95. 

One of the striking features was the 
concentration at registered factories only in a few 
states. In 1988-89, the number of factories was the 
highest in Maharashtra. However, during 1992-93 
Tamil Nadu had the highest number of factories 
followed by Andhra Pradesh, Maharashtra, Gujarat, 
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Uttar Pradesh, Punjab, Karnataka. West Bengal, 
Madhya Pradesh and Rajasthan. These ten states 
accounted for over 83 per cent of factories all-over 
India in 1988-89 as well as 1992-93. In both the 
reference years, Meghalaya had the lowest number 
of factories. The nurnber of employees in 10 out 
of 28 StatesIUTs viz. Maharashtra, Tamil Nadu, 
Andhra Pradesh, Uttar Pradesh, West Bengal, 
Gujarat. Madhya Pradesh. Karnataka, Punjab and 
Bihar accounted for over 83 per cent in both the 
reference years viz., 1988-89 and 1992-93 of the 
total employees all over India. The number of 
employees in StatesIUTs was higher during 1992- 
93 compared to 1988-89 in all states1UTs excepting 
i n  Bihar, Jammu & Kashmir, Tripura, West Bengal 
and Chandigarh where it  declined. The total nurnber 
of employees at the all-India level indicated a rise 
of 12.4 per cent during 1992-93 compared to the 
1988-89 level. The value of fixed capital installed 
was the highest in Maharashtra in 1992-93 followed 
by Uttnr Pradesh. Andhra Pradesh, Gujarat, West 
Bengal, Tamil Nadu and Madhya Pradesh. 

In terms of value of output, the top four states 
during 1992-93 were : Maharashtra, Gujarat, Tamil 
Nadu and Madhya Pradesh. During the period 1988- 
89 to 1992-93, the nominal value of output rose in 
all StatesIUT3. Output value in nominal terms 
nearly doubled at the all-India level. During 1992- 
93, the nominal net value added was the highest in 
Maharashtra. The states which followed in the order 
were Gujarat, Tamil Nadu, Uttar Pradesh, West 
Bengal and Karnataka in 1992-93. 

Some of the structural and technical ratios 
based on important indicators of the industrial 
sector are ~ndicated in Table XI-8. Gross output 
per elnployee. which may be regarded as a very 
rough measure of labour - output relationship rose 
in a11 the StatesIUTs over the period. Similarly. 
fixed capital per employee, a proxy ltleasure of non- 
inventory investment to labour ratio had also shown 
a rise o\.er the five-year period except Tripura. The 
ratio of fixed capital to output increased over the 
period in Andhra Pradesh, Goa, Gujarat, Madhya 
Pradeuh, Maharashtra, Meghalaya, Uttar Pradesh, 
West Bengal and Andaman and Nicobar Islands and 
recorded a fall in the remaining StatesIUTs. 

The Annual Survey of Industries (ASI) also 
provides information about share of seven most 
important industry-groups in the total value of gross 
output in the major States. The share of seven 
industry-groups together ranged between 73 per cent 

and 92 per cent of the total industrial output during 
1992-93. The industry-groups which had more than 
10 per cent share in the value of industrial output 
in a State during 1992-93 are enumerated below. 

Industry-Groups with share of 10 per cent and above 
in industrial output 

Industry Group States 
No. 

Food Products 

Chemicals and 
Chemical Products 

Basic Metal and 
Alloys 

Rubber, Petroleuni 
and Coal Products 

Cotion Textiles 

Electricity 

Machinery other 
than Transport 

Andhra Pradesh, Gujarat, 
Madhya Pradesh, 
Maharashtra, Punjab, Tamil 
Nadu and Uttar Pradesh. 

Andhra Pradesh, Gujarat, 
Maharashtra, and Uttar 
Pradesh. 

Andhra Pradesh, Bihar, 
Madhya Pradesh P u ~ j a b  and 
West Bengal 

Bihar, Gujarat and West 
Bengal 

Tamil Nadu 

Andhra Pradesh, Bihar, 
Karnataka, Madhya Pradesh, 
Punjab. Uttar Pradesh and 
West Bengal 

Karnataka, Maharashtra, 
Tamil Nadu, Uttar Pradcsh 
and West Bengal. 

- -  - --- 

Of these industry groups 'Food Products' and 
'Electricity' were the ones which had considerable 
presence in nlost of these selected States. Next in 
terms of the number of Industry-Groups with shares 
above 10 per cent, came 'Basic Metals and Alloys' 
and 'Machinery other than Transport' followed by 
'Chemical and Chemical Products' and 'Rubber, 
Petroleum and Coal Products'. 

Banking Develop~nents 

Latest data on selected banking indicators 
available for the StatesIUTs pertain to the period 
ended March 1996. The details of the number of 
scheduled co~nmercial bank offices, deposits, credit 
and credit - deposit (CD) ratios, based on BSR data. 
for the two reference years viz., March 1991 and 
March 1996 are indicated in Table XI-9. With a 
view to get a broad overview of the medium-term 
trends in banking developments in various regions 
and StatesIUTs, the above period of five years has 
been chosen. The number of bank offices in the 
country as on March 3 1 ,  1996 was slightly higher 
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at 62,849 as compared with that of 60,113 as on 
March 31, 1991. While the number of offices had 
spurted up between the two reference years, growth 
was the highest i n  the Northern Region (6.3 per 
cent) followed by Southern Region (6.0 per cent), 
Western Region (4.9 per cent), North-Eastern 
Region (3.4 per cent), Eastern Region (2.9 per cent) 
and Central Region (2.8 per cent). As on the last 
Friday of March 1991, the highest CD ratio was 
recorded by the Southern Region at 84.6 per cent, 
followed by Western Region 71.4 per cent while 
the lowest CD ratio of 45.6 per cent was recorded 
by the North-Eastern Region as compared with the 
all-India position at 66.3 per cent. As on the last 
Friday of March 1996 the Credit-Deposit ratio of 
34.5 per cent in North-Eastern was the lowest in 
the country, whereas the Southern Region recorded 
the highest CD ratio of 76.6 per cent as against 
the all-India CD ratio of 61.9 per cent. During the 
five-year period all the Regions recorded declines 
i n  CD ratio. 

The performance of the banking sector in the 
StatesIUTs can be assessed on the basis of data on 
bank deposits and bank credit per office (Table XI- 
10). Bank Deposits per office moved up in all 
States/UTs during the period under review. Over 
the period of 5 years, deposits per bank office went 
up from Rs.3.33 crore in March 1991 to Rs.6.78 
crore in March 1996 at the all-India level. 
Arunachal Pradesh, Gujarat, Haryana, Himachal 
Pradesh. Karnataka, Kerala, Maharashtra, Manipur, 
Orissa, Rajasthan, Tamil Nadu, Tripura, 
Chandigarh, Dadra & Nagar Haveli, Daman & Diu, 
Delhi, Lakshadweep and Pondicheny recorded more 
than 100 per cent rise in per branch office deposits. 
The increase in the remaining states ranged between 
50 per cent and 100 per cent. 

The bank credit per branch office moved up 
from Rs.2.21 crore i n  March 199 1 to Rs.4.20 crore 
i n  March 1996 at the all-India level. The increase 
i n  bank credit per office was more than 100 per 
cent during the period in Maharashtra, Tamil Nadu 
and Chandigarh as against the all-India rise of 90 
per cent. A decline of 9.7 per cent was registered 
in Andaman & Nicobar Islands. Except in Delhi 
where the increase was more than the all-India 
increase of 90 per cent, in all other states the 
increases were less than the all-India increase. 

In  recent years, the banking habit has spread 
in a substantial way. In March 1991, 58.3 per cent 
bank offices were located in rural areas. During 

the last five years, the growth of new bank offices 
in rural areas some-what slowed down. As a result 
the share of bank branch offices in rural areas 
decelerated to 52.7 per cent in March 1996 at the 
all-India level. The share of rural offices in total 
number of offices declined in all the States/UTs 
except Himachal Pradesh, Dadra & Nagar Haveli 
and Lakshadweep where the share of rural offlces 
remained constant (Table XI-1 1). This share as on 
the last Friday of March 1996 was significantly high 
in North-Eastern Region (69.7 per cent), Eastern 
Region (65.2 per cent) and Central Region (62.9 
per cent). The share of deposits of rural branches 
in total deposits of scheduled commercial banks 
declined from 15.3 per cent in March 199 1 to 14.4 
per cent in March 1996. The share of rural credit 
in total credit also declined from 13.9 per cent in 
March 199 1 to 1 1.1 per cent in March 1996. The 
share of rural credit in total bank credit exceeded 
the relative shares of deposits with rural offices in 
North-Eastern Region and Southern Region as on 
the last Friday of March 1996. 

The performance of scheduled commercial 
banks in rural areas is indicated in Table XI-12. 
The negative growth rates in rural offices were 
recorded in all the regions. In Jammu and Kashmir, 
Arunachal Pradesh, Orissa, Sikkim and Andaman 
and Nicobar Islands positive growth rates in rural 
offices were recorded whereas in all the remaining 
States/UTs negative growth rates were registered. 
Deposits with rural offices in majority of the States1 
UTs increased substantially. The highest growth rate 
in bank deposits between Fridays of March 1991 
and 1996 was observed in North-Eastern Region 
( 1  12.7 per cent) followed by Eastern Region (105.9 
per cent), Northern Region (99.9 per cent) and 
Western Region (99.3 per cent), Central Region 
(97.6 per cent) and Southern Region (9 1.7 per cent) 
as against the all-India growth rate of 99.2 per cent. 
Similarly, the highest growth rate in the bank credit 
during the period was observed in North-Eastern 
Region (71.9 per cent) and the lowest in Central 
Region (38.9 per cent) as against the all-India 
growth rate of 58.1 per cent. 

Credit-deposit ratio of rural offices, was the 
highest in Southern Region (91.5 per cent) and the 
lowest in Northern Region (15.9 per cent) as on 
the last Friday of March 1991. The credit-deposit 
ratio of rural offices continued to be the highest in 
the Southern Region (79.4 per cent) while it was 
the lowest in Central Region (36.6 per cent) as on 
the last Friday of March 1996. 
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Priority Sector Advances lower share of less than 1 per cent each were : 
Arunachal Pradesh, Assam, Bihar, Goa, Jammu & 

The data on state-wise share of priority sector 
Kashrnir, Kerala and Meghalaya. 

advances by scheduled commercial banks are 
indicated in Table XI-13. At the end of March 1995, 
North-Eastem and Central Regions had achieved 
the stipulated target of 40 per cent of total advances. 
The Southern and Eastern Regions were close to 
the target whereas Western and Northern Regions 
were far behind the target. The Western Region 
showed an improvement in its share over March 
1993 while there was a deterioration in the case of 
Northern and Southern Regions. Majority of the 
States and Union Territories had achieved the target 
of 40 per cent lending as at the end of March 1995 
excepting Jammu and Kashmir, Chandigarh, Delhi, 
Sikkim, West Bengal, Goa, Gujarat, Maharashtra, 
Tamil Nadu and Pondicherry. 

The sub-target of 18 per cent of total bank 
advances for direct and indirect finance to agriculture 
and allied activities was achieved by Haryana, 
Punjab, Rajasthan, Arunachal Pradesh, Nagaland, 
Tripura, Bihar, Orissa, Madhya Pradesh, Uttar 
Pradesh and Andhra Pradesh as at the end of March 
1995 (Table XI-14). The share of Assam, Manipur, 
Sikkim, Karnataka and Pondicherry was close to 
the target. In Jammu and Kashrnir, Chandigarh, West 
Bengal, Goa, Maharashtra and Daman and Diu the 
share of lending to agricultural sector was below 10 
per cent. 

State-wise Financial Assistance by All-India 
Financial Institutions, Industrial Development 
Bank of India and State Financial Corporations 

The data on State-wise financial assistance 
sanctioned and disbursed by All-India Financial 
Institutions for the years 1990-91, 1993-94, 1994- 
95 and the cumulative position upto end-March 
1995 are presented in Table XI-15. The financial 
assistance sanctioned and disbursed by Industrial 
Development Bank of India for the year 1994-95 
formed 34.1 per cent of the amount sanctioned and 
34.6 per cent of the amount disbursed by All-India 
Financial Institutions. The share of each StateNnion 
Territory in financial assistance sanctioned and 
disbursed by these institutions is indicated in Table 
XI-16. Of the total amount sanctioned by All-India 
Financial Institutions during 1994-95, Maharashtra 
accounted for 23.75 per cent followed by Gujarat 
(17.52 per cent), Tamil Nadu (8.35 per cent), 
Andhra Pradesh (5.13 per cent) and Uttar Pradesh 
(4.42 per cent). The States which had relatively 

As regards disbursements during 1994-95, 
Maharashtra had the largest share of 24.00 per cent 
followed by Gujarat (13.36 per cent), Tamil Nadu 
(8.38 per cent), Uttar Pradesh (6.64 per cent) and 
Andhra Pradesh (5.85 per cent). As in the case of 
sanctions, the share of smaller States in the amount 
of disbursements was very low. The data on 
cumulative position upto end-March 1995 indicated 
similar trends. The data on State-wise share of 
financial assistance sanctioned and disbursed by the 
Industrial Development Bank of India are indicated 
in Table XI-17. The State-wise sanctions and 
disbursals by IDBI indicated similar trends as in 
the case of All-India Financial Institutions during 

The data on State-wise financial assistance 
sanctioned and disbursed by State Financial 
Corporations indicated that the financial assistance 
sanctioned by State Financial Corporations 
improved in Gujarat, Haryana, Himachal Pradesh, 
Karnataka, Kerala, Maharashtra, Rajasthan, Tamil 
Nadu, Uttar Pradesh and Delhi in 1994-95 over 
1990-91 (Table XI-18). In Haryana, the amount 
sanctioned increased sharply from Rs.45.0 crore 
in 1990-91 to Rs.304.1 crore in 1994-95 whereas 
in Tamil Nadu the amount sanctioned nearly 
doubled from Rs. 185.9 crore in 1990-91 to 
Rs.388.8 crore in 1994-95. Andhra Pradesh, 
Gujarat, Haryana, Karnataka, Kerala, Maharashtra, 
Rajasthan, Tamil Nadu and Uttar Pradesh crossed 
the level of amount sanctioned at Rs.100 crore. 
Jammu & Kashmir had the lowest amount 
sanctioned a t  Rs.0.5 crore  in 1994-95. 
Disbursements were higher in 1994-95 in Gujarat, 
Haryana, Himachal Pradesh, Karnataka, Kerala, 
Maharashtra, Punjab, Rajasthan, Tamil Nadu, Uttar 
Pradesh and Delhi as compared to 1990-91. The 
amount disbursed indicated a significant rise in 
Haryana from Rs.38.4 crore in 1990-91 to Rs.252.1 
crore in 1994-95 whereas in Karnataka,  
Maharashtra and Tamil Nadu disbursements more 
than doubled during the period 1990-91 to 1994- 
95. The data on cumulative assistance sanctioned 
upto end-March 1995 indicated that Karnataka had 
the highest cumulative assistance sanctioned at  
Rs.2,426.6 crore followed by Gujara t (Rs.2,242.5 
crore), Maharashtra (Rs.2,239.2 crore), Tamil Nadu 
(Rs.2,23 1.3 crore), Uttar Pradesh (Rs. 1,697.6 crore), 
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Andhra Pradesh (Rs.1,5 15.1 crore) and Rajasthan 50 per cent. Among the States for which the data 
(Rs.1,218.1 crore). Cumulative disbursements on wells, tube wells and canals are available, the 
showed similar trends. number of wells was the highest in Tamil Nadu at 

16,90,684 in 1994-95 followed by Madhya Pradesh 

Small Savings Collections 
Gross collections of small savings improved 

in all StatesIUnion Territories in 1995-96 over 
1992-93 (Table XI- 19). Similarly, net collections 
also recorded a rise in 1995-96 in all StatesNnion 
Territories, over the year 1992-93 except Karnataka, 
Maharashtra, Meghalaya Tamil Nadu and Andaman 
and Nicobar Islands. At the all-India level net 
collections more than doubled from Rs.4,372.80 
crore in 1992-93 to Rs.9,708.13 crore in 1995-96. 
Uttar Pradesh recorded the highest net collections 
at Rs.1,904.59 crore in 1995-96 followed by West 
Bengal (Rs. 1,880.20 crore), Gujarat (Rs. 1,005.65 
crore), Delhi (Rs.639.55 crore), Punjab (Rs.633.42 
crore), Andhra Pradesh (Rs.581.08 crore), Rajasthan 
(Rs.483.33 crore) and Bihar (Rs.43 1.2 1 crore). 
Andaman & Nicobar Islands was at the bottom line 
with net collections at Rs.1.23 crore. Andhra 
Pradesh, Bihar, Goa, Jarnrnu & Kashrnir, Karnataka, 
Kerala, Madhya Pradesh, Maharashtra, Meghalaya, 
Nagaland, Rajasthan, Tamil Nadu, Andaman & 
Nicobar Islands, Chandigarh, Daman & Diu and 
Pondicherry did not achieve the target of net 
collections in 1995-96 whereas the remaining 
StatesAJnion Territories were able to achieve the 
target of net collections. The StatesIUnion 
Territories like Bihar, Kerala, Madhya Pradesh and 
Rajasthan were very close to the target. 

Socio-Economic Indicators 

(i) Minor Irrigation Facilities 
There was an improvement in the total 

cropped area in all the StatesIUnion Territories 
excepting Andhra Pradesh, Kerala and Maharashtra 
during the period 1988-89 to 1994-95. In Andhra 
Pradesh the total cropped area declined from 13 1.5 1 
lakh hectares' in 1988-89 to 127.83 lakh hectares 
in 1994-95 whereas in Kerala the fall was from 
29.64 lakh hectares in 1988-89 to 26.10 lakh 
hectares in 1994-95(Table XI-20). In Maharashtra 
there was a marginal decline in the total cropped 
area from 214.86 lakh hectares in 1988-89 to 
214.18 lakh hectares in 1994-95. The proportion 
of area covered under minor irrigation moved up 
in all the StatesIUnion Territories barring Tamil 
Nadu, Pondicherry and Nagaland during the period 
under review. In Pondicheny this proportion was 

(13,23,682), Rajasthan (13,08,233), Andhra Pradesh 
(12,14,039), Gujarat (7,94,515) and Karnataka 
(5 ,643  11) and Uttar Pradesh (2,02,000). The 
number of tube wells was the highest in Bihar at 
9,37,836 followed by Punjab (8,60,000), Uttar 
Pradesh (5,09,000), Karnataka (4,39,626) Andhra 
Pradesh (2,96,023), Madhya Pradesh (1,2 1,520), 
Tamil Nadu (1,09,696) and Rajasthan (1,04,842) 
during the same year. The number of canals was 
higher in Bihar, Gujarat, Karnataka, Madhya 
Pradesh, Meghalaya, Orissa and Tamil Nadu during 
the year 1994-95. 

(ii) Health Facilities 
According to the data on health facilities 

available for some States/Union Territories, the 
number of hospitals moved up in all the StatesNnion 
Territories excepting Andhra Pradesh, Madhya 
Pradesh, Mizoram, Nagaland, Punjab and West 
Bengal during the period 1988-89 to 1995-96(Table 
XI-21). Uttar Pradesh had the highest number of 
hospitals at 8,309 in 1995-96 followed by Gujarat 
(2,640), Maharashtra (898), West Bengal (397), 
Madhya Pradesh (341), Andhra Pradesh (340), Bihar 
(310), Tamil Nadu (275), Rajasthan (219) and 
Punjab (208). The population covered per hospital 
in 1995-96 was the highest in Bihar at 2,99,775 
persons while it was the lowest in Goa at 9,590 
persons. Gujarat had the highest number of 
dispensaries at 7,255 followed by Kamataka (2,777), 
Andhra Pradesh (2,743), Bihar (2,488), Maharashtra 
(1,585) and Punjab (1,462). In Kerala, the number 
of dispensaries declined from 72 in 1988-89 to 53 
in 1995-96. As a result, the population covered per 
dispensary increased from 4,00,973 in 1988-89 to 
5,75,283 in 1995-96 which was the highest in all 
StatesNnion Territories. The number of beds rose 
in all the StatesAJnion Territories during the period 
under review. The population covered per bed was 
the highest in Bihar at 2,898 persons in 1995-96 
while it was the lowest in Goa at 257 persons. 

(iii) Educational Institutions and Students' 
Enrolment in Schools 
The data on the number of schools and 

students' enrolment in schools (Table XI-22) 
indicate that the number of primary, middle, 



XI-8 REPORT ON CURRENCY AND FINANCE, 1995-96 

secondarylhigher secondary schools increased in all 
the StatesKJnion Territories except Bihar, Himachal 
Pradesh, Kerala. Meghalaya, Sikkim, Tamil Nadu, 
Tripura, West Bengal and Pondicherry during the 
period 1988-89 to 1995-96. In Kerala, Meghalaya, 
Tripura and Pondicherry the number of primary 
schools declined marginally whereas in Himachal 
Pradesh, Sikkim, Tamil Nadu and West Bengal the 
number of middle schools showed a fall during the 
period under review. In Bihar the number of 
secondary/higher secondary schools registered a fall 
during the period under review. Students' enrolment 
improved in all the StatesNnion Territories at the 
primary level excepting Andhra Pradesh, Assam, 
Goa, Kerala and Pondicherry during the period 
1988-89 to 1995-96. At the middle school level 
enrolment of students moved in all the StatesNnion 
Territories barring Goa, Kerala, Nagaland and 
Pondicherry during the period 1988-89 to 1995-96. 
Similarly, at the secondarylhigher secondary level 
the enrolment increased in all the StatesIUnion 
Territories excepting Bihar, Meghalaya and Punjab 
during the period 1988-89 to 1995-96. 

(iv) Drinking Water Facilities 
The number of villages where drinking water 

facilities are available increased in all the States1 
Union Territories for which such information was 
reported excepting Madhya Pradesh and Delhi 
during the period 1988-89 to 1995-96 (Table XI- 
23). In Haryana, Sikkim and Lakshadweep all the 
villages were reported to have drinking water 
facilities during 1995-96. In States like Bihar, 
Gujarat, Kerala, Meghalaya, Rajasthan, Tamil Nadu 
and Pondicherry the coverage of villages where 
drinking water facilities were available was close 
to the number of villages in 1995-96. In Mizoram 
and Punjab the coverage of number of villages 
where drinking water facilities were available was 
less than 50 per cent in 1995-96. 

(v) Rural Road Length 
The proportion of rural road length to total 

road length improved in all the StatesIUnion 
Territories except Andhra Pradesh, Karnataka, 
Kerala, West Bengal, Pondicherry, Maharashtra and 
Nagaland between the period 1988-89 to 1995-96 
(Table XI-24). Lakshadweep had 100 per cent 
proportion of rural road length to total road length 
during 1995-96 followed by Haryana (76.05 per 

cent), Kerala (75.10 per cent), Andhra Pradesh 
(69.06 per cent), Madhya Pradesh (68.14 per cent) 
and Karnataka (61.64 per cent). In West Bengal 
this proportion was the lowest at 14.65 per cent in 
1995-96. 

(vi)  Rural Electrification 
According to the available data on the number 

of villages electrified, out of the total number of 
villages in the StatesIUnion Territories during 1987- 
88 and 1994-95 (Table XI-25) all the villages were 
electrified during 1995-96 in Haryana, Himachal 
Pradesh, Kerala, Nagaland, Punjab, Sikkim, 
Chandigarh and Lakshadweep whereas in Andhra 
Pradesh, Goa, Gujarat, Karnataka, Madhya Pradesh, 
Maharashtra, Mizoram, Tamil Nadu and 
Pondicherry the coverage of villages under rural 
electrification was nearer to the 100 per cent level. 
In Assam, Orissa, Rajasthan, Tripura, Uttar Pradesh, 
West Bengal and Manipur the coverage of villages 
under rural electrification was above 70 per cent. 

(vii) Expenditure on Employment Schemes 

The data on expenditure on Employment 
Schemes for the years 1988-89 and 1995-96 (Table 
XI-26) indicated that expenditure on employment 
schemes increased in all the StatesAJnion Territories 
except Arunachal Pradesh, Meghalaya and West 
Bengal. Madhya Pradesh had the highest 
expenditure on Employment Schemes at Rs.770.06 
crore in 1995-96 followed by Andhra Pradesh 
(Rs.353.77 crore), Maharashtra (Rs.272.37 crore), 
Bihar (Rs.245.69 crore), Punjab (Rs. 1 87.96 crore), 
Orissa (Rs. 171.21 crore), Rajasthan (Rs. 165.43 
crore) and Kerala (Rs.111.30 crore). The 
expenditure was the lowest at Rs.O.10 crore in 
Meghalaya during the same year. Similarly, the 
expenditure on Jawahar Rojgar Yojana improved 
in all the StatesIUhion Territories excepting 
Arunachal Pradesh, Maharashtra, Nagaland, Punjab, 
Tripura and Pondicherry during the period 1989- 
90 to 1995-96. The expenditure on Jawahar Rojgar 
Yojana was the highest in Bihar at Rs.625.33 crore 
in 1995-96 followed by Madhya Pradesh (Rs.393.44 
crore), Tamil Nadu (Rs.363.65 crore), Andhra 
Pradesh (Rs.3 17.06 crore), West Bengal (Rs.309.7 1 
crore) and Orissa (Rs.246.84 crore). The 
expenditure was the lowest at Rs.0.25 crore in 
'Tri pura. 
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Table XI-1 : Annual Growth Rates and Compound Growth Rates of Net State Domestic Product at Constant (1980-81) Prices 

(Per cent) 

Sr. StateslUnion Territories 1989-90 1990-9 1 199 1-92 1992-93 1993-94 1994-95 Compound Average 
No. Growth Growth 

Rates Rates 

1 2 3 4 5 6 7 8 9 10 

Andhra Pradesh 

Arunachal Pradesh 

Assam 

Bihar 

Goa 

Gujarat 

Haryana 

Himachal Pradesh 

Jammu & Kashmir 

Karnataka 

Kerala 

Madhya Pradesh 

Maharashtra 

Manipur 

Meghalaya 

Nagaland 

0r1ssa 

Punjab 

Rajasthan 

Tamil Nadu 

Tripura 

Uttar Pradesh 

West Bengal 

Andaman & Ntcobar Islands 

Delhi 

Pondicherry 

All-India 

0.2 

2.5 

-12.1 

4.1 

14.3 

25.2 

- 

1.5 

4.0 

2.4 

7.2 

7.4 

13.4 

5.1 

-4.8 

N.A. 

-1.7 

4.3 

11.5 

5.1 

3.8 

1.3 

4.2 

29.5 

5.4 

2.4 

5.0 

10.3 

4.0 

5.3 

0.4 

3.5 

-2.8 

5.7 

1.9 

3.9 

7.9 

7.2 

11.2 

8.7 

4.0 

7.2 

N. A. 

6.4 

5.1 

-7.0 

4.9 

N.A. 

3.0 

5.5 

8.3 

7.3 

-3.3 
0 

4.7 

-1.0 

3.1 

5.1 

4.5 

-0.2 

14.5 

6.3 

N.A. 

N.A. 

4.8 

4.8 

0.4 

6.5 

N.A. 

11.1 

N.A. 

4.4 

4.8 

17.0 

4.4 

N.A. 

3.3 

6.6 

6.3 

N.A. 

N.A. 

6.2 

Source : Data obtained from C.S.O. are based on data compiled by Directorate of Economics and Stat~stics of respective State Governments. 
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Table XI-2 : Sectoral Growth Rates, 1993-94 and 1994-95 

(Per cent) 

Sr Sratesl Agr~culture Forestry B Logging Flshlng Mlnlng and Quarrying Manufactunng 
No l l n ~ o n  Terr~ronec 

I Andhra Pradrsh 11.1 -4 7 -4.5 -0.3 10.0 9.2 23.7 -8.7 5.8 -0.6 

2 Arunachal Pradesh 8.6 -8.3 -25.0 - 6 0 5.6 -7.8 -30 9 8.5 7.8 

4 Biha~ 

5 Goa 

6 Gujarat -28.0 35.5 1.5 1.6 1.6 20.5 4.9 22.0 7.0 8.7 

7 Haryana 3.3 7.8 2 1 5.1 12.0 6.9 7.2 14.4 9.9 6.2 

8 Jammu & Kashmir 0.5 N.A. -1.0 N.A. -8.6 N.A. 7.2 N.A. 2.0 N.A. 

9 Karnataka 8.8 1 3  1 7  4.9 8.3 -4.0 3.4 2.0 5.3 8.9 

10 Kerala 6.1 -0.1 6.1 3.3 6.1 3.3 7.9 7.0 7.9 7.6 

I I Madhya Pradesh 16.9 -5.8 -7.8 2.4 -3.9 54.6 -7.3 0.5 8.2 7.5 

12 Maharashtra 7.7 -3.5 -13.2 5.6 -10.7 -15.4 -9.8 15.2 12.6 11.7 

13 Meghalaya 4.2 23.4 76.2 -51.2 -27.3 -1.9 -8.9 27.1 0.6 29 1 

14 Orissa 15.2 -1.1 -2.4 1.7 12 8 36.6 15.1 6.7 0.8 -1.7 

15 Punjab 4.5 3.6 1.8 1.8 19.6 26.3 106.2 3.7 8.0 8.0 

16 Rajasthan -20.2 33.7 2.1 2.0 13.0 13.0 20.9 0.2 6.0 6.1 

17 Tamil Nadu 9.4 8.5 -2.1 -1.4 7.5 5.9 -6.7 14.5 -3.1 8.7 

18 Uttar Pradesh 4.1 2.4 5.6 -25.0 9.0 5.7 0.2 1 . 1  2.7 3.7 

19 West Bengal 3.5 2.9 -1.4 1.6 6.6 5.6 -4.0 0.9 4.7 5.9 

20 Andaman & 
Nicobar Islands 6.8 7.0 I .9 2.0 4.2 4.0 6.4 9.1 -7.3 10.6 

21 Pondicherry -7.8 N.A. N.A. N.A. -4.6 N.A. N.A. N.A. -8.4 N.A. 

All-India 3.3 5.1 -2.3 0.5 6.5 3.7 2.9 -2.1 3.6 9.1 
- - - -  

Nore : Computed on the basis of data at Constant (198G81) prices. N.A. - Not available 

So~rrce : Data obtained from C.S.O. based on data compiled by Directorate of Economics & Statistics of respective State Governments. 
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Table XI-3 : Compound Annual Growth Rates, Major Sector-wise (period 1989-90 to 1994-95) Based on Data at 
Constant(1980-81) Prices 

(Per cent) 

Sr. StatesIUnion Territories 
No. 

Agriculture Forestry Fishing Mining and Manufac- SDP 
& Logging Quarrying turlng 

1 Andhra Pradesh 

2 Arunachal Pradesh 

3 Assam 

4 Bihar 

5 Goa 

Gujarat 

Haryana 

Himachal Pradesh 

Jamrnu & Kashmir 

Karnataka 

Kerala 

Madhya Pradesh 

Maharashtra 

Manipur 

Meghalaya 

Nagaland 

Orissa 

Punjab 

Rajast han 

Tamil Nadu 

Tripura 

Uttar Pradesh 

West Bengal 

Andaman & 
Nicobar Islands 

Delhi 

Pondicherry 

All-India 

Snlrrce :Data obtained from C.S.O. based on data compiled by Directorate of Economics & Statistics of respective State Governments 
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Table XI-4 : Share of Real Output from Agriculture and Manufacturing to SDP. 

(Per cent) 

Sr StatesIUnion Territories Agriculture1 Manufacturing1 Agriculture/ Manufacturing1 
No. SDP SDP SDP SDP 

1 - 7 3 4 5 6 

I Andhra Pradesh 37.2 10.3 35.8 10.3 

2 Arunachal Pradesh 37.1 6.8 33.0 6.6 

4 Bihar 29.5 19.8 28 8 20.1 

5 Goa 10.6 34.5 10.4 34.6 

6 Gujarat 19.6 31.3 23.2 29.7 

7 Haryana 

8 H~rnachal Pradesh 

44.5 

N.A. 

19.2 

N.A. 

9 Jammu & Knshmrr 33.7 6 4 N.A. N.A 

10 Karnataha 36.0 17 2 34.8 17 8 

I I Kerala 31.4 15.7 30.0 16. I 

I2 Madhya Pradesh 44.0 14.6 41.3 15.6 

I3 Maharashtra 18.5 28.1 16.7 29.5 

14 Man~pur 30 8 5.2 N.A. N.A 

15 Meghalaya 22.0 4.6 24.5 5.4 

16 Nagaland 

17 Orissa 

N.A. 

35.1 

N.A. 

10.5 

N.A. N.A. 

10.8 

18 Punjab 47.7 17.9 47.1 18.4 

19 Rajasthan 37.5 12.2 42.9 1 1 . 1  

20 Sikkirn N.A. N.A N.A. N.A 

21 Tam11 Nadu 23.7 19.7 24.0 19.9 

22 Tripura 

23 Uttar Pradesh 

24 West Benpal 

N.A. 

42.0 

28.1 

N.A. 

14.7 

17.6 

N.A. 

4 1.6 

27.2 

25 Andaman & Nicobar Islands 39.4 13.6 39.6 14.2 

26 Delh~ 

27 Pondicherry 

N.A. 

N.A. 

N.A. 

N. A. 

All-India 29.5 19.1 29.2 19.6 

Nore : Computed on the basis of data at constant (1980-81) prices N.A. : Not Available 

Source : Data obtained from C.S.0,  based on data compiled by Directorate of Economics and Statistics of respective State Governments 
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Table XI-5 : State-wise Percentage Share in All-India NDP at Constant (1980-81) Prices 

(Per cent) 

Sr StatesIUn~on Territories 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 
No. 

I 2 3 4 5 6 7 8 

Andhra Pradesh 

Arunachal Pradesh 

Assaln 

Bihar 

Goa 

Gujarar 

Haryana 

Himachal Pradesh 

Jammu & Kashrnir 

Karnatnha 

Kerala 

Madhya Pradesh 

Maharashtra 

Manipur 

Meghalaya 

Nagaland 

Orissa 

Punjab 

Rajasthan 

Sikkirn 

Tamil Nadu 

Tripiira 

Uttar Pradesh 

West Bengal 

Andaman & N~cobar Islands 

Delhi 

Pondicherry 

All-India 

6.3 

0. I 

2.2 

5.2 

0.3 

5.3 

3.1 

0.6 

0.7 

5.4 

2.8 

5.4 

14.1 

0.2 

0.2 

0. I 

2.6 

4.1 

4.1 

N.A. 

6.8 

0.2 

12.0 

7.9 

- 

2.7 

0.2 

100.0 

6.0 

0. I 

I .9 

5.1 

0.3 

6.4 

2.9 

0.6 

0.7 

5.3 

2.9 

5.5 

15.2 

0.2 

0.2 

N.A. 

2.4 

4.1 

4.4 

N.A. 

6.8 

0.2 

11.6 

7.8 

6.3 

0.1 

1.9 

4.9 

0.3 

5.9 

2.9 

0.6 

0.7 

5.4 

2.9 

5.9 A 

15.8 

0.2 

0.2 

N.A. 

2.4 

4.1 

3.9 

N.A. 

6.8 

N.A. 

11.4 

7.9 

5.9 

0. I 

1.9 

4.8 

0.3 

6.4 

3.0 

N.A. 

N.A. 

5.3 

2.9 

5.6 

15.8 

N.A. 

0.2 

N.A. 

2.4 

4.1 

4.3 

N.A. 

6.9 

N.A. 

11.1 

7.9 

0.1 

N.A. 

N.A. 

100.0 

N.A : Not available. 

So111z.e : Central Statistical Organisation 
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Table XI-6 : Per Hectare State-wise Consumption of Fertilisers (N+P+K) For Cropped Area during 1989-90 to 1995-96 

(Kg I Ha) 

Sr. State 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96 
No. 

Andhra Pradesh 

Arunachal Pradesh 

Assnm 

Bihar 

Gujarat 

Havana 

H~machal Pradesh 

Jammu & Kashmir 

Karnataka 

Kerala 

Maharashtra 

Madhya Pradesh 

Manipur 

Meghalaya 

M~zoram 

Nagaland 

Orissa 

Punjab 

Rajasthan 

S~kkirn 

Tarn11 Nadu 

Tripura 

U t t x  Pradesh 

West Bengal 

All-India 
- 

Source : Ministry of Agriculture, Fertiliser Division, Government of India. New Delhi 

Nore : Figures from 1992-93 are estimated figures. 
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Table XI-7 : Some Indicators of Industrial Sector 

(Value in Rs. crore) 

No. of Factories No.of Employees Fixed Capital Value of Output Net Value Added 
Sr. StatesNnion Territories 

NO. 1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 

Andhra Pradesh 

Assam 

Bihar 

Goa 

Gujarat 

Haryana 

Himachal Pradesh 

Jammu & Kashrnir 

Karnataka 

Kerala 

Madhya Pradesh 

12 Maharashtra 

13 Manipur 

14 Meghalaya 

15 Nagaland 

28 32 1564 6416 2 314 I I 6 5 4 3 1 

N.A. 68 N.A 4244 N.A. 84 N.A. 49 N.A. 7 

17 Punjab 

18 Rajasthan 

19 Tamil Nadu 

20 Tripura 

21 Uttar Pradesh 

22 West Bengal 

23 Delhi 

24 Andaman & 
Nicobar Islands 

25 Chandigarh 

26 Dadra & Nagar Haweli 105 154 4408 6102 67 188 373 1060 27 59 

27 Daman & Diu N.A. 70 N.A. 2831 N. A. 65 N.A. 322 N.A. 37 

28 Pondicherry 195 256 16183 23589 138 326 259 985 47 144 

All-India 104077 119494 7743344 8704947 89099 192871 184349 368614 34635 71248 

* lncludes Daman & Diu N.A. - Not available 
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Table XI-8 : Selected Ratios relating to the Industrial Sector 

Sr. StatesIUnion Terrirories Gross oulput per Fixed Capital per Fixed Capital to Net \'alttr Added Fixed Capital to 
No Employee* Employee* outpu: lo ourpur Net Value added 

1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 1988-89 1992-93 

- - -  

I Andhra Pradesh 

2 Assaln 

1 Bihar 2.61 4.35 1.59 2.55 0.6 1 0.59 0.26 0.22 2.35 2.71 

7 Hi~nachal Pradesh 1.53 2 60 1.81 2.60 1.19 1 .OO 0.37 0.29 3.21 3.45 

8 Jalnrnu & Kashmir 2.12 4.45 0.53 0.62 0.25 0.14 0.10 0.14 2.62 1 .OO 

9 Karnataka 2.00 4.00 0.94 1.55 0.47 0.39 0.2 1 0.24 2.31 1.64 

10 Kerala 2.07 2 91 0.87 1.10 0.42 0.38 0.20 0.20 2.15 1.94 

I I Madhya Pradesh 2.76 4.72 1.46 3.34 0 53 0.7 1 0.20 0.19 2.70 3.89 

I 2 Mahwashtra 3.22 6.09 1.22 2.50 0 38 0.4 1 0.2 1 0.21 1.80 1.97 

13 Manipur 0.47 1.55 0.60 1.16 1.27 0.7.5 0.69 -0.12 1.84 -6.33 

14 Meghalaya 0.70 1.02 0.16 4.89 0.22 4.82 0.38 0.47 0.59 10.27 

15 Nagaland N.A. 1.17 N.A. 1.99 N.A. 1.7 1 N.A. 0 15 N.A. 11.61 

16 Or~ssa 

17 Punjab 

19 Tamil Nadu 

20 Tripura 

2 I Uttar Pradesh 

22 West Bengal 

23 Delh~ 2.75 4.92 0.35 0.63 0 13 0.13 0.16 0.17 0.84 0.78 

24 Andaman & N~cobar Islands 0.54 1.01 0.16 0.83 0 29 0.83 0.04 0.18 7.75 4.60 

25 Chandigarh 2.35 5.87 0.29 0.58 0.13 0.10 0.19 0.16 0.66 0.62 

26 Dadm & Nagar Haweli 8.47 17.37 1 53 3.08 0.18 0.18 0.08 0.06 2.53 3.19 

27 Daman & DIU N.A. 11.38 N.A. 2.31 N.A. 0.2 1 N.A. 0 12 N. A. 1.75 

28 Pondicherry 1.60 4.18 0.86 1.39 0 54 0.34 0.19 0.15 2.92 2.26 

All-India 2.38 4.24 1.15 2.22 0.49 0.53 0.19 0.20 2.58 2.71 

* In Rs. lakhs 

* *  Includes Daman & Diu. N.A.  - Not available. 
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Table XI-9 : State-Wise Distribution Of The Number Of Reporting Offices, Aggregate Deposits And 
Gross Bank Credit of All Scheduled Commercial Banks 

(Rs. lakhs) 

Slates / Union Territories As on the last Friday of March 1991 As on the last Friday of March 1996 

No. of Bank Bank Credit No. of Bank Bank Credit 
Offices Deposits Credit Deposit Offices Deposits Credit Deposit 

Ratio Ratio 
(per cent) (per cent) 

I 2 3 4 5 6 7 8 9 

I. Northern Region 9161 4279835 2723098 63.6 9738 9442087 5741596 60.8 

Hnryana 

Hiniachal Pradesh 

Jaln~nu & Kashm~r 

Punjab 

Rajasrhan 

Chandigarh 

Delhi 

11. North-Eastern Region 1830 340258 155237 45.6 1893 688153 237461 34.5 

Arunachal Pradesh 67 14636 2405 16.4 6 8 35987 3743 10 4 

Assarn 1206 217836 111713 51.3 1232 439272 172613 39.3 

Manipur 84 10780 7060 65.5 8 5 23093 12406 53.7 

Meghalaya 

Mizoram 

Nagaland 

Tripura 

111. Eastern Region 11129 3112147 1612601 51.8 11451 5541362 2643984 47.7 

Bthar 4830 933214 369773 39.6 4934 1792166 573159 32.0 

Or~ssa 207 1 2735 15 209326 76.5 2154 600596 329182 54.8 

Sikkim 29 11031 2027 18.4 42 20589 3968 19.3 

West Bengal 4178 1888682 1029519 54.5 4291 3112703 1735155 55.7 

Andaman & Nicobar Islands 2 1 5706 1955 34.3 30 15308 2520 16.5 

IV. Central Region 12735 2813297 1453988 51.7 13091 5710194 2312919 40.5 

Madhya Pradesh 

Utrar Pradesh 

V. Western Region 9206 5242402 3741657 71.4 9660 11779354 8180528 69.4 

Goa 256 146019 48555 33.3 275 312739 84 192 26.9 

Gujarat 3367 1172261 699975 59 7 3512 2526528 1339306 53.0 

Maharas htra 5566 3916673 2990955 76.4 5854 8917262 6751864 75.7 

Dadra & Nagar Have11 7 1514 783 51.7 7 5987 1240 20.7 

Daman & Dju 10 5934 1391 23.4 12 16838 3925 23.3 

VI. Southern Region 

Andhra Pradesh 

Karnataka 

Kerala 

Tamil Nadu 

Lakshadweep 

Pond~cherry 

All-India 

Nore : Data are inclusive of those relating to RRBs. 
Solrrce : Bank~ng Statist~cs - Quarterly Handouts, Reserve Bank of India 
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Table XI-10 : Per Office Bank Deposits and Credit (As on last Friday of March) 

(Rs. Crore) 

Sr. StateslUnion Territories Bank Deposits Bank Credit 
No. 

199 1 1996 199 1 1996 

I .  Andhra Pradesh 2.41 4.46 1.99 3.60 

2. Arunachal Pradesh 

3 Assam 

4.  Bihar 1.94 3.64 0.77 1.17 

5. Goa 

6 .  Gujarat 

7. Haryana . 3.14 6.57 1.90 3.02 

8. Himachal Pradesh 

9. Jammu & Kashm~r 

I I .  Kerda 2.71 6.44 1.61 2.93 

12. Madhya Pradesh 1.79 3.54 1.20 2.02 

13. Maharashtra 

14. Manipur 

15 Meghalaya 2.40 4.08 0.47 0.59 

16. Mizoram 

17. Nagaland 

18. Orissa 1.32 2.79 1.01 1.53 

22. Tam11 Nadu 

23. Tripura 

24. Uttar Pradesh 

25. West Bengal 

26. Andaman & Nicobar Islands 2.72 5.  l l 0.93 0.84 

27. Chandigarh 

28. Dadra & Nagar Have11 

29. Daman & Diu 

30. Delhi 

3 1 .  Lakshadweep 1.11 3.10 0.19 0.30 

32. Pondicherry 4 55 10.13 2.51 4.25 

All-India 3.33 6.78 2.21 4.20 

Source : Computed from Quarterly Handouts, Banking Statistics, Reserve Bank of India. 
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Table X I  -11 : Share Of Rural To Total Offices, Deposits And Credit Of Scheduled Commercial Banks 
(As on last Friday of March) 

(Per cent) 

Ruralrrotal Offices Ruralflotal Deposits RurabTotal Cred~t  

SratesNnion Territories 1991 1996 1991 1996 1991 1996 

1 2 3 4 5 6 7 

I. Northern Region 57.1 51.6 16.1 14.6 11.6 9.5 
Haryana 

H~machal Pradesh 

Jammu & Kashmir 

Punjab 

Rajasthan 

Chandigarh 

Delhi 

11. North-Eastern Region 

Arunachal Pradesh 

Assam 

Manipur 

Meghalaya 

Mizoraln 

Nagaland 

Tripura 

111. Eastern Region 

Bihar 

Orissa 

Sikklm 

West Bengal 

Andaman & Nicobar Islands 

IV. Central Region 

Madhya Pradesh 

Uttar Pradesh 

V. Western Region 

Goa 

Gujarat 

Maharashtra 

Dadra & Nagar Haveli 

Daman & Diu 

VI. Southern Region 

Andhra Pradesh 

Karnataka 

Kerala 

Tamil Nadu 

Lakshadweep 

Pondicherry 

All-India 

Sourc,e : Computed from the data taken from BSR - Quarterly Handouts, Reserve Bank of India. 
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Table XI-12 : Performance of Scheduled Commercial Banks in Rural Areas 

(Per cent) 

StatesIUnion Temtories Growth between the last Fridays of March 1991 Credit Deposit Ratio as on 
and 1996 last Friday of 

No. of Offices Bank Deposits Bank Credit March 1991 March 1996 

I 2 3 4 5 6 

1. Northern Region 

Haryana 

Himachal Pradesh 

Jammu & Kashmir 

Punjab 

Rajasrhan 

Chandigarh 

Del hi 

11. North-Eastern Region 

Arunachd Pradesh 

Assam 

Manipur 

Meghalaya 

Mizoram 

Nagaland 

Tripura 

111. Eastern Region 

Bihar 

Orissa 

S ikk~m 

West Bengal 

Andaman & Nicobar Islands 

IV. Central Region 

Madhya Pradesh 

Uttar Pradesh 

V. Western Region 

Goa 

Gujarat 

Maharashtra 

Dadra & Nagar Haveli 

Daman & Diu 

VI. Southern Region 

Andhra Pradesh 

Karnataka 

Kerala 

Tam11 Nadu 

Lakshadweep 

Pondicheny 

All-India 
- -- 

S o ~ r ~ r e  : Computed from the data taken from BSR - Quarterly Handouts, Reserve Bank of India. 
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Table XI-13 : State-Wise Share of Priority Sector Advances Relating to Scheduled Commercial Banks in Total Bank Credit 

(Per cent) 

States/Un~on Territories Share of Priority Sector Advances in 
Total Bank Credit 

March 1993 March 1994 March 1995 

I 2 3 4 

I. Northern Region 

Haryana 

Himachal Pradesh 

Jammu & Kashrnir 

Punjab 

Rajasthan 

Chandlgarh 

Delhi 

11. North-Eastern Region 

Arunachal Pradesh 

Assam 

Manipur 

Meghalaya 

Mizoram 

Nagaland 

Sikkim 

Trlpura 

111. Eastern Region 

Bihar 

Orissa 

West Bengal 

Andaman & Nicobar Islands 

IV. Central Region 

Madhya Pradesh 

Uttar Pradesh 

V. Western Region 

Goa 

Gujarat 

Maharashtra 

Dadra & Nagar Haveli 

Daman & Diu 

I 

VI. Southern Region 

Andhra Pradesh 

Karnataka 

Kerala 

Tam11 Nadu 

Pondicherry 

Lakshadweep 

All-India 32.08 33.79 32.00 
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Table XI-14 :Priority Sector Advances for Agriculture and Allied Activities - March 1995 

(Rs. crore) 

S~alzs  1 Un~on Territories Direct and lndlrect Total Percentage 
Finance for Bank of Co1.3 

Agriculture and Credlt to (201.3 
Allied Activit~es 

I. Northern Region 

Har! ana 

Hr~nachal Pradesh 9 6 66 I 4 4  l 

Jarnrnu & Kashrnir 

Pu111ab 

Ralasrhan 

Chandrgarh 

Delh~ 

11. North-Eastern Region 

Arunachal Pradesh 

Assaln 

Manrpur 

111. Eastern Region 

Bihar 

Orr~sa 

Wesi B e n ~ a l  

Andaman & Nicobar Islands 

IV. Central Rcgion 

tvladhya Pradesh 

Urrar Pradesh 

V. Western Region 

Goa 

Gujarat 

Maharashtra 

Dadra & Nagar Haveli 

Daman R Dlu 

VI. Soutl~ern Region 9528 57368 16.61 

Andhra Pradesh 3077 14324 21.48 

Karnataka 2 131 12608 16.97 

Kerala 1074 7354 14.62 

Tanul Nadu 3201 22829 14.02 

Pond~cherry 42 260 16.15 
- 2 - 

Lakshadweep 

All India 24199 216280 11.19 



'I';~ble XI-15 : State-wise Financial Assistance Sanctioned and Disl~ursed hy All-India Financial 11l.stitutions'~ and Inn1  
I I< \  c.rnr~.l 

Sr St;1tc\l11111011 A l l - l n d ~ : ~  F ~ n ; ~ l l c ~ n l  I~ist i tut ior~s IAIFI.;) I ~ ~ d u s t r ~ a l  D c v c l o p ~ ~ ~ c ~ ~ t  Rank o l  India ( I D H I )  
No  l ' ~ . r r ~ t o ~  it. 

191)0-9 I 1903.94 1994-95 Cun~ulat ivc ul)to 1990-9 I 1993-01 1994-95 Cumul:~live uplo 
end-March 1695 end-hlnrch 1Y1)5@)<? 

s I) S 1) S I) S I) S I) S I) S 0 S I:, 

I 2 3 4 5 6 7 8 9 10 I I I 2  13 14 15 16 17 18 

I Andhr;~ Pradrsh 1307 7 951 5 1944 0 112 1 7 2005 9 1792 9 I 5 9 4  10568.0 -IS4 3 4x7 5 477 0 495 4 1401 4 944 9 7h4I.X 5497 X 
2 Aru11ac.l1;~1 P ~ ~ d c s l l  I I) I 1  0.6 I I 3.8 3.1 2.57 22.7 I I 0 6 - 0.2 2.3 1.7 I 6  8 14 4 
3 Assirnl 0 5  7 71.7 84.6 8 . 7  I 3 6  4 89 8 109S.O 827 8 35.6 31.4 28 6 16.0 31 2 26.6 525 0 414.9 
4 Bihar I 8 6  9 115.6 294.8 21 1 3 153.1 248 0 3717 9 2723.5 47.0 4 2 9  82.7 62.8 59.6 76.2 1652.9 1130.1 
5 Goa 84 3 83.1 297 9 1-11 5 270.4 207.5 1589 7 1 1  15.1 33.6 37.9 88.1 46.2 2'1.6 38 1 687.1 518 8 
0 G ~ ~ ~ a r a l  2457 3 1114.5 0803.0 2760.0 10125.0 4093.4 35264.9 19729.9 736 4 7 3 2200.2 937.2 3773.5 1630.5 13434. I 82 17 6 
7 Haryana 331.7 317 5 739.6 464.1 923.0 541.1 5397.5 3542.1 115.9 146.0 268.5 171.0 368.4 194.0 2417 5 1654.7 
8 Himnrhal Pradcsh 276.2 75.4 95.1 256 N 841.3 477.7 2510.2 1706 5 137 3 26.3 33.0 I 4 4  2 479.7 331.6 1295.6 1074 2 
9 J a r n ~ ~ ~ u  & K a s h n ~ ~ r  49. 1 3').8 5 .4  2.7 13.4 12.2 553 2 458.3 15.9 10.2 2.7 - 6.9 8.3 384.4 325 4 

I 0  Karnatakn 867.6 560.4 IVIX.6 1453.5 3830.7 1008.1 13924.2 8895.3 332.2 209.7 551.3 478.2 1370.6 583.1 5747 6 3916 2 
I I Keraln 272.6 200.1 423.6 347 5 405.5 279 5 3459.3 2608.2 1 1  1.7 76.2 168 9 152.1 163.1 87.4 1906.9 1440 8 
I 2  Mad l~ya  Pradesh 1042.8 633.8 1679.1 1202 3 2242.6 1360.9 11233.1 7477.3 441.7 300.0 763 2 589.2 867.6 632.2 5052.8 3663 1 
1.3 Mahal-ashlrn 3947.3 2245 9 8620.5 57601 11726 8 7352.0 54900.4 1 3 2 3  4 1726.2 679 2 3 6 3 2  I .  I 491 1.1 2447.4 18270.6 11209.5 
14 Manlpur 2.4 4.8 1.1 I I 0.2 0.2 4 7  5 37 4 0 6 2 0 - - - 3 I .2 25.9 - 

15 Megl~nlaya 5.4 7.8 2.6 2.4 5.5 4.4 100.7 85.4 2.7 4.0 - - 3.4 2.4 75.1 62.3 
16 Mizoram 3.6 4.1 0.2 0.2 0. I 0. I 32.9 29.5 0.2 0 5 - - - - 27.5 24.2 
17 Nagalnnd 3.3 1.7 0.4 0 . 5  1 5  1 4  45.9 43.7 0.8 0 6 - - 0. I 0. I 3 1.3 29 .6 
I 8  Orissn 291.5 293 3 366.0 482.8 1161 3 308.9 4557.8 0 9 7 0  109.1 2 .  202.9 344.9 389.1 143.2 2239 3 1836.4 
19 Punjab 448.5 357.5 676.8 468.2 1162.6 648.1 5078.6 ,1936.0 127 4 108 4 261.3 159.9 353.5 197.4 2499.1 1672 5 
20 Rajaslhan 741.0 429.2 1230.7 1010.5 1883.1 13730  8948.1 6509.0 302.5 157.9 540.4 453.4 706.0 540.0 4078.6 3054.7 
21 Sikkirn 1.1 3.6 0.4 0.4 1.2 0.4 36.0 30.9 0.2 2 . 0  - - - - 24.7 20.9 
22 T;ll~~il Nndu 1366.4 981.3 2531.3 1706 1 4827 9 2567.6 20078.6 13513.9 500.8 301.1 847.5 727.2 1731.4 929.1 8388.7 6044 3 
23 Tr~pura 1.3 2.3 0.6 0 7 I .8 I .  I 41.2 29.7 - 0.3 0. I 0. I - - 27.2 20 I 
24 Uttar Pradesh 1288.0 907.6 2768.8 1172.8 2556.0 2033.2 16752.1 11370.1 545.2 340.4 1129.6 509.2 783.8 756.3 7645.8 5372.6 
25 West Bengal 641.9 443.4 1244.0 955.7 1925.5 775.5 10576.5 6455.4 9 0  155.9 394 7 282 5 5 415.9 4357 4 2765.6 
26 Delhi 252.5 130.1 1541.5 671.7 7802.0 1346.9 7827.6 4535.3 39.6 24.8 407 V 22 1.6 1018.1 396.0 2406.8 1359 0 
27 U n ~ o n  Territories 143.0 7 9 6  165.6 1091 8 0 1 7  2 5 6 3  1866.2 9 3 9 8  44 9 3U I 74.9 50.8 276.2 IO9.I 845.2 502.2 

Total 16139.0 10358.9 39100.9t 24368.0!! 57791.7 $ 30631.1$$Z41107.9++156592.7 - 5586.0 3835.8 12207.6 7761.2 19688.7 10491.5 91711.4c 61898.1 % 

So~rri.c : I I I B I  Kepon on Devclop~nent Ranking i n  India, 1994-95 
S - Sanctioned. D - Disbursed. 

* The expression All-India F~nnncial Institutions (AIF ls)  refer to A l l - l n d ~ a  Development Batlhb (A IDES)  v~z . .  IUBI .  IFCI. ICICI. SIDBI, I R B l  and SCICI. Specialised Financial Institutions viz.. 
RCTC, TDICI, and TFCl  and investment ~nstitutipns v i ~  . LIC,  U T I  and GIC. 

# Including assistance o f  Rs.26 3 crore and R5.27.6 crore sanctioned by lC lC l  to.Malaysia and Saudi-Arabia respeclively and Rs.5.550 crorc sanctioned hy U T I  ill rcspect o f  proposals i n  more th;ln 
one state and non-specific arcas. 

$ Including assistance o f  Ks.5020 4 crore sanctioned by UTI  ~n respect ol' proposals i n  Inore than one state nnd.no11-specific arcns. 
++ Including assistance o f  Rs.0.4 crore sanctioned by I U B l  to Bhutan. Rs.28 crore and Rs 27 6 crore sanctioned by l C l C l  to M:daysla and Saudi Arabia and Rs.15.494.7 crore sanctioned by U T I  i n  

rcspecl of proposals.in more than one state and non-spec~fic areas. 
1 '  Including nssitance o f  Rs.3.965 5 crore disbursed by U T I  ~n respcct o f  proposals i n  more than one state and non-specifc a r e x  
%$ Including assitance o f  Rs.2.9X9.6 crore and Rs.258 crore disbursed by U T I  and L I C  ill respect o f  proposals i n  Inore than one slate and non-specific arms. * *  Including 'assistance o f  Rs.0.3 crore disbursed by l D B l  to Bhutan. Rs. 1.7 crore disbursed by IC IC l  to Mal i~ys ia and Ks. 10.67 1.5 crorc and Rs.258 crow disbursed by U T I  and L I C  respectively ~n 

respect of proposals i n  more than one state and non-specific areas. 
Includes Rs.0.4 crorc sanctioned l o  Hhutan. 

08 Inclusive o f  assistance to small scale sector up to end-March 1990. 
%, lncluds Rs.0.3 crorc disbursed to Bhutan. 



REPORT O N  CURRENCY AND FINANCE, 1995-96 

Table XI-16 : State-a,ise Share of Financial Assistance Sanctioned and Dishursed by All-India Financial Institutions 

(Per cent) 

I Andl~ra Pradesh 8.47 9.19 4.97 4.60 5 .13  5.85 6 30 6.75 

4 B ~ h a r  

5 Gua 

6 Gujarat 

7 Hal-yana 

t( H1111acha1 Pradesh 

9 J~ltnrliu & Kaih ln~r  

10 Karnataka 

I I Kel-ala 

12 Madhya Pradesh 

13 Maharashtra 

I J Manlpur 

I 5  Meghalaya 

16 hl17orali1 

17 Nasaland 

18 Orlsss 

19 Punjab 

20 Rqasthnn 

21 S ~ h k i m  

2 2  Talnil Nalu  

23 Tr~pura  

24 Littar Pradesh 

25 West Bengal 

26  Drlhi 

27 Union Terri~orles 0.89 0 77 0.42 0.45 1.39 0.84 0.77 0 63 

S - S a n c ~ ~ o n e d  D - Disbursed 



MAJOR DEVELOPMENTS IN STATES AND UNION TERRITORIES 

Table XI-17 : State-wise Share of Financial Assistance Sanctioned and Disbursed by IDBI 

(Per cent) 

Sr. StatesIUnion Territories 1990-91 1993-94 1994-95 Cumulative upto 
No. end-March 1995 

S D S D S D S D 

I 2 3 4 5 6 7 8 9 10 

1 Andhra Pradesh 8.67 12.7 1 8.01 6.38 7.13 9.01 8.33 8.88 

2 Arunachal Pradesh 0 02 0.02 - - 0.01 0.02 0.02 0.02 

5 Goa 0.60 0.99 0.72 0.60 0.15 0.36 0.75 0.84 

6 Gujarat 13.18 12.26 18.02 12.08 19.17 15.54 14.65 13.28 

8 Hirnachal Pradesh 2.16 0.69 0.27 1.86 2.44 3.16 1.41 1.74 

9 Jammu & Kashrnir 0.29 0.27 0.02 - 0.04 0.08 0.42 0.53 

10 Karnataka 5 95 5 47 4.52 6.16 7.01 5 56 6.27 6.33 

I I Kerala 2.00 1.99 1.55 1.96 0.83 0.83 2.08 2.33 

12 Madhya Pradesh 7.96 7.82 6.25 7.59 4.41 6.03 5.51 5.92 

I3 Maharashtra 21.95 17.71 25.91 24.73 24.94 23.33 19.92 18.11 

14 Manipur 0.01 0.05 - - - - 0.03 0.04 

15 Meghalaya 0.05 0.10 - - 0.02 0.02 0.08 0.10 

16 Mizoram - 0.01 - - - - 0.03 0.04 

17 Nagaland 0 01 0.01 - - - - 0.03 0.05 

18 Orissa 1.95 3.38 1.66 4.44 1.98 1.37 2.44 2.97 

20 Rajasrhan 5.42 4.12 4.43 5.84 3.59 5.15 4 45 4.94 

22 Tamil Nadu 8.97 9.41 6.94 9.37 8.79 8.86 9.15 9.77 

23 Tripura - - - - - - 0.03 0.03 

24 Urrar Pradesh 9.76 8.87 9.25 6.56 3.98 7.21 8.34 8.68 

25 Wesr Bengal 

26 Dslhi 

27 Union Territories 0.80 0.79 0.61 0.66 1.40 1.04 0.92 0.8 1 
- 

S - Sanctioned D - Disbursed 



XI-26 REPORT O N  CURRENCY A N D  FINANCE, 1995-96 

Table XI-18 : State-wise Financial Assistance Sanctioned and Disbursed by State Financial Corporations 

(Rs. crore) 

Sr Sla~esIUn~on T e ~ n ~ o r ~ e s  1990-9 1 1993-94 1994-95 Cuniulat~ve upto 
No end-March 1995 

S D S D S D S D 

I Andhra Pradesh 

Z Assnm 

3 811iar 

4 Gujilral 

5 Haryana 

6 H~rnachal Pradesh 

7 J ~ I I I ~ I U  & Kashm~r 

8 Karnataka 

9 Kerala 

10 Madhga Pradesh 

I I t4aharashti.a 

I5 Tarn11 Nadu 185.9 104.2 318.5 198.3 388.8 246.8 223 1.3 1537 3 

16 Urtx Pradesh 194.3 121.7 42.8 75.2 322.7 175.9 1697.6 1502.7 

17 West Benpal 62 3 42.8 32.0 22.9 44.8 30.7 490.8 412 6 

Total 1863.9 1270.8 1908.8 1563.4 2760.2 2005.4 19349.5 15337.0 



MAJOR DEVELOPMENTS IN STATES AND UNION TERRITORIES XI-27 

Table XI-19 : Small Savings ~hllections 

(Rs crore) 

1992-93 
S r. 1995-96 

No. Stnte~lUn~on Territories Tage I" Gross Net Target* Gross Net 
Collections Collections Collections Collections 

I 2 3 4 5 6 7 8 

I Andhra PI-adesh 370.00 798.15 203.16 700.00 1967.01 58 1.08 

2 Arunachal Pradesh 2.00 5.20 2.18 4.00 12.24 5.23 

5 Gon 

6 Gujnrar 

7 Haryana 

8 Hilnachal Pradesh 

9 Jarn111u & Kashmir 

I I Kerala 

I2 Madhya Pradesh 

I3 Maharnshtra 1055.00 1878.25 100.58 800.00 3364.21 -585.59 

15 Meghalaya 10.00 19.76 5.43 20.00 35 44 -8.31 

16 Mizoram 4.00 7.65 3.95 3.00 16.04 5.33 

17 Nagaland 

18 Onssa 

19 Punjab 

20 Kajasthan 

22 Tarnil Nadu 

23 Tripura 

2 1  Urtar Pradesh 1 150.00 2805.35 784.02 4953.66 1904.59 1100.00 

25 West Bengal 825.00 2008.25 582.71 1200.00 4305.38 1880.20 

26 Aridan~an & Nicohar Islands 1 .OO 5.25 1.88 3.00 7.00 1.23 

27 Chandigarh 

28 Darnan & DIU 

29 Delhi 

30 Lakshadweep 

3 i  Base@ 

32 Pondlcherry 

Total 7280.00 17605.13 4372.80 9728.00 32590.62 9708.13 

: The targets relates to net collections 

Q : Base stands for cc)llcctions through Army Post Offices. 

Soilice : Oftict. of the Natiol~al Savings Comlnrssioner, G.O.I., hlin~stry of F~nance. 



Table XI-20 : Minor Irrigation Facilities 

(Area : Lakh hectares) 

S r StatesIUnion Total croppcd Area covered by Precentage of colun~n Number of 
No Territories area minor irrigation (5 lo 3)  ( 6  to 4 )  

facilities Wclls T u k  Wells Canals -- 
1988-89 1994-95 1988-89 1994-95 1988-89 1994-95 1988-89 1994-95 1988-89 1994-95 1988-89 1994-95 

-~ -- 

I Andhra Pradesh 

2 Arunachal Pradesh 

3 Assarn 

4 Rihar 

5 Goa 

6 Gujarat 

7 Haryana 

8 Karnataka 

9 Kerala 

10 Madhya Pradesh 

I I Maharashtra 

12 Meghalaya 

13 Mizoram 

14 Nagaland 

15 Orissa 

16 Punjab 

17 Rajasthan 

18 Sikkirn 

19 Tamil Nadu 

20 Tripura 

2 1 Uttar Pradesh 

22 West Bengal 

23 Pondicherry 

127.83 29.82 

1.90 0.60 

34.64 **  1.17 

N.A 41.15 

I .63 0.16 

107.29 ** 25.00 

N .  A. N . A .  

120.13 15.27 

26.10 1.38 

249.44** 21.28 

214 18 5.28 

2 39 0.24 

1 . 1 1  0.0 1 

2.39 0.64 

N.A.  3.46 

76.93 N.A.  

203.80 43.65 

0.50 0.20 

69.31 ** 19.34 

N.A.  0.4 1 

N . A .  7 1.08 

87.18 25.65 

0.46 0.23 

29.82 

0.79 

2.95 * *  

54.55 

0.29 

25.57 * *  

N . A .  

16.92 

2.00 

35.16 **  

7.25 

0.27 

0.09 

30.65 

3.94 

N . A .  

58.15 

0.24 

19.86 * *  

N.A.  

83.66 * *  

28.94 

0.23 

22.68 

34.09 

1 5 5  

39.13 

12.2 1 

23.36 

N . A .  

12.90 

4.66 

9.32 

2.46 

10.03 

0.74 

26.78 

3.78 

N . A .  

23.17 

40.00 

29.98 

9.20 

4 1.48 

29.60 

56.10 

23.33 

41.58 

8.52 ** 

- 

17.79 

23.83 **  

N . A .  

14.08 

7.66 

14.10 ** 

3.19 

11.29 

7 98 

N . A .  

- 

N . A .  

28.53 

48.00 

28.65 ** 

N . A .  

N . A .  

33.20 

50.00 

1229828 

N . A .  

N .  A 

7 1523 

N . A .  

772832 

N . A .  

440438 

10116 

1 145745 

N A .  

62 5 

N .  A 

N .A .  

- 

N . A .  

1 166766 

- 

1054022 

N .  A .  

N .  A. 

3016 

I 

1214039 

N.A.  

214 * *  

127,847 

N.A.  

794515 **  

N . A .  

5645 1 1 

10552 

1323682 **  

N .  A .  

625 

N .  A 

N .A .  

- 

N.A.  

1308233 

- 

1690684 **  

N.A.  

202000 * *  

7170 

- 

130533 

N . A .  

N .  A 

54 1247 

N.A.  

16336 

N.A.  

51157 

693 

37554 

N.A.  

5 

N .  A 

N . A .  

- 

742000 

69678 

- 

872 15 

240 

400000 

6247 

13545 

296023 

N . A  

84 * *  

937836 

N . A .  

19610 **  

N . A .  

439626 

802 

121520 **  

N.A 

5 

N.A 

N . A .  

- 

860000 

104842 

- 

109696 **  

N .  A .  

509000 * *  

7754 

13912 

93 

N . A .  

N .  A 

2513 

N . A .  

924 

N.A.  

107 

- 

2750 

N . A  

9 3 

N . A  

N . A .  

3111 

N .  A .  

N . A  

- 

2290 

N . A .  

N .A  

3244 

9586 

- 

93 

N . A .  

N . A  

3 122 

N.A.  

1105 ** 

N . A .  

127 

- 

3430 ** 

N.A.  

105 

N . A  

N . A .  

3362 

N . A .  

N .  A 

- 

2322 ** 

N.A.  

N.A 

N . A  

8859 
- p--~ p~ -- - - 

* .  . Data relates to 1990-9 1 .  

** : Data relates to 1993-94. 



Table XI-21 : Health Facilities Available 

Sr. SlatesIUnion Territories No. of Hospitals Population covered No. of Dispensaries Population Covered No. of Beds Population covered 
No. per Hospital per Dispensary per Bed 

I Andhra Pradesh 343 340*  191137 207441 3583 2743 * 18298 25713 30203 33578 * 2171 2101 

2 Arunachal Pradesh 12 12 70833 78334 3 1 3 8 27420 24737 2228 2539 382 37 1 

3 Assarn 118 161*  186865 149690 324 316 * *  68056 76266 11565 12873 * 1907 1872 

4 Bihar 229 310 372183 299775 1994 2488 42743 37352 27820 32070 3064 2898 

5 Goa 113 122 8920 9590 517 536 1950 2183 3683 4558 274 257 

6 Gujarat 1563 2640 * 26162 16610 5858 7255 * 698 1 6045 5 1024 72360 * 802 606 

7 Haryana 7 7 79 * 210390 224178 226 234 * 71682 75684 1062 1 11308 * 1526 1567 

8 Hirnachal Pradcsh 69 69 * 74058 79855 857 1052 * 5963 5237 7747 9492 * 659 580 

9 Karnataka 286 3 12 155700 151827 1869 2777 23826 17058 4 1249 57737 1080 9 16 

10 Kerala 143 150 201889 203267 72 53 400973 575283 27806 29754 1039 1025 

I I Madhya Pradesh 357 34 1 182297 207566 296 126 219865 56 1746 27570 28754 236 1 2462 

12 Maharasht~a 768 898 * 101146 93542 1799 1585% 43180 53168 104374 129229 * 745 652 

14 Mizoram 

15 Nagaland 

16 Orissa 

17 Punjab 

18 Rajasthan 199 219 218041 2 15754 476 273 91156 173077 26147 36364 1660 1300 

19 S~kkirn 5 5 80000 90000 143 171 2798 2632 725 8 15 552 553 

20 Tamil Nadu 260 275 2 12847 209964 268 295 206493 195729 34794 39448 1591 1464 

21 Tripura 10 15 * 270000 198667 353 473 * 7649 6301 1810 2086 * 1492 1429 

22 Uttat Pradesh 5980 8309 * 22937 17764 - - - - 61889 72723 * 2217 2030 

23 West Bengal 410 397 * 163464 181562 55 1 551 * 121634 130817 65650 67697 * 102 1 1065 

24 Chandigarh ' 2 4 3 15000 185000 3 6 46 * 17500 16087 2000 2200 * 3 15 336 

25 Lakshadweep 2 2 25000 30000 3 3 16667 20000 140 200 357 300 

26 Pondicherry 8 8 * 98750 107500 121 140 * 6529 6143 1969 2087 * 402 412 

* : Data relates to 1994-95. 
* *  : Data relates to 1993.94. 



Table XI-22 : Educational Institutions and Students' Enrolment in Schools 

Nurnber of Schools Students' Enrolment in Schools 

Sr Slales/Union Tenirories Pnmary Middle SecondaryIHigher Primary Middle SecondxylHigher 
Secondary Secdndary 

1988-89 1995-96 1988-89 1995-96 1988-89 1995-96 1988-89 1995-96 1988-89 1995-96 1988-89 1995-96 

Andhra Pradesh 

Arunachal Pradesh 

Assam 

Bihar 

Goa 

Gujarat 

Haryana 

Himachal Pradesh 

Karnataka 

Kerala 

Madhya Pradesh 

Maharashtra 

Meghalaya 

Mizoram 

Nagaland 

Orissa 

Punjab 

Rajasthan 

Sikkim 

Tamil Nadu 

Tripura 

Uttar Pradesh 

West Bengal 

Chandigarh 

Lakshadweep 

@ : Data relates to 1993-94. 

* : Data relates to 1994-95. 

* *  : Data relates to 1989-90. 



MAJOR DEVELOPMENTS IN STATES AND UNION TERRITORIES XI-3 1 

Table XI-23 : Number of Villages Having Drinking Water Facilities 

Sr. S~atesIUnion Total No. of No. of Villages where 
No Territories Villages drinking water is available 

1988-89 1995-96 1988-89 1995-96 

I Andhra Pradesh 

2 Arunachal Pradesh 

Assam 

Bihnr 

Goa 

Gujarat 

Haryana 

Himachal Pradesh 

Karnataka 

Kerala 

Madhya Pradesh 

Meghalaya 

Mizoram 

Onssa 

Punjab 

Rajasthan 

Sikkirn 

Tamil Nadu 

Uttar Pradesh 

West Bengal 

Lakshadweep 

19688 

2314 

18547 

65843 

N.A. 

16418 

5455 

16807 

26483 

1206 

67070 

2844 

152 

39863 

3497 

30923 

415 @ 

51090 

8438 1 

1731 1 

10 

22 Pondicherry 292 264** 29 1 263 ** 

23 Chandigarh 2 2 18 2 2 18 

@ : Data relates to 1992-93 

* : Data relates to 1993-94 

^ *  : Data relates to 1994-95 

N A : Not available 



XI-32 REPORT ON CURRENCY AND FINANCE, 1995-96 

Table XI-24 : Rural Roads Length 

Sr. StateslUnion Total Road Length Rural Road Length Percent-ge of Percentage of 
No. Territories (KnO (Km) Co1.5 to Col.3 Col.6 to Col.4 

1988-89 1995-96 1988-89 1995-96 1988-89 1995-96 

I 2 3 4 5 6 7 8 

1 Andhra Pradesh 125584 146944 * 89223 101484 * 71.00 69.06 * 

2 Arunachal Pradesh 9034 12250 83 I 1464 9.20 I I .95 

3 Assarn 29035 - - - - 

4 Bihar 31230 35626 13249 16531 42.42 46.40 

5 Goa 7094 7543 - - - - 

6 Gujarat 64 180 70609 15600 18665 24.3 1 26.43 

7 Haryana 2 1250 22452 * 15865 17074 * 74.66 76.05 * 

8 Karnataka 126611 135104 * 85171 83282 * 67.27 61.64 * 

9 Kerala 12048 1 142343 * 9448 1 106920 * 78.42 75.10 * 

10 Madhya Pradesh 85738 96443 * 55441 65715 * 64.66 68.14 * 

I I Maharashtra 16992 1 184861 * 61095 66079 * 36.00 35.75 * 

13 Mizoram N.A. N.A. N.A. 3593 - 

14 Nagaland 7075 7954 * *  4656 4745 ** 65.8 1 59.66 ** 

15 Rajasthan 55801 66837 27138 34250 48.63 5 1.24 

16 Tamil Nadu 164568 174645 102515 11 7207 62.30 67.10 

17 Tripura 5734 5705 * N.A. N.A. N.A. N. A 

18 West Bengal 41022 @ 43951 * *  7422 @ 6439 ** 18.10 14.65 * *  

19 Lakshadweep 4 70 4 7 0 100.00 100.00 

20 Pondicherry 2295 2182 * 1492 1131 * 65.00 51.80 * 

21 Uttar Pradesh 65665 84789 * 19588 36429 * 29.83 42.96 * 

- - - 

* Data relates to 1994-95 

** Data relates to 1993-94 

@ Data relates to 1989-90 



MAJOR DEVELOPMENTS IN STATES AND UNION TERRITORIES XI-33 

Table XI-25 : Rural Electrification 

Sr StatesfUnion Territories Total No. of Villages No, of Villages Percentage of Percentage of 
No. Electrified Col. 5 ro Col. 3 Col. 6 to Col. 4 

1988-89 1995-96 1988-89 1995-96 

I Andhra Pradesh 27339 27379 27288 27358 99.70 99.90 

2 Arunachal Prade<h 3257 3649 882 I827 27.08 50.07 

6 Gujarar 

7 Haryana 

8 Himachal Pradesh 16807 16807 16807 16807 100.00 100.00 

9 Karnataka 27024 27066 26483 26483 98.00 97.85 

I I Madhya Pradesh 

12 Maharashti-a 

13 Manipur 2035 2182 * 1057 1590 * 5 1.94 99.60 * 

16 Nagaland 

17 Orissn 

I9 Rajasthan 34968 37889 . 25024 31187 7 1.56 82.3 1 

2 1 Tamil Nadu 

22 Tripura 

23 Ultar Pradesh 1 12566 1 12804 * 78526 84352 * 69.76 74.78 * 

24 West Bengnl 38024 38024 2489 1 29205 65.50 76.80 

26 Lakshadweep 10 10 10 10 100.00 100.00 

27 Pond~cherry 292 264 * 29 1 263 * 99.70 99 60 * 

" : Data relates ro 1991-95. 

"" : Data relates to 1993-94 
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Table XI-26 : Expenditure on Employment Schemes 

(Rs. Crore) 

Sr. States/Union Territories Expenditure on Expend~ture on Jawahar 
No. E~nploy~nent Schemes Rojgar Yojana 

1988-89 1995-96 1989-90 1995-96 

I 2 3 4 5 6 

I Andhra Pradrsh 68.71 @ 353.77 184.16 317.06 

2 Arunachal Pradesh 0.92 0.51 1.65 0.08 

3 Assa~n N.A. N.A. N.A. 103.87 * 

4 Bihar 228.09 245.69 316.91 625.33 P 

6 Haryana N.A N.A. 3.94 6.61 

7 Karnntaka 78.70 - 109.43 183.32 * 

8 Kerala 83.03 111.30 65.87 88.88 

9 Madhya Pradesh 185.29 376.62 205.63 393.43 

10 Maharashtra 231.54 @ 272.37 209.35 117.59 

I I Meghalaya 1.32 0.10 1.05 2.00 

I3 Nagaland 2.31 - 5.05 4.15 * 

I4 Orissa 98.89 @ 171.21 104.45 246.84 

16 Rajasthan 61.57 165.43 106.49 164.31 

17 Sikkirn 1.97 @ 7.78 2.37 6.19 

18 Tam11 Nadu 150.02 - 201.63 363.65 

19 Tripura 8.92 27.30 * 5.42 0.25 * 

20 West Bengal 1 1  60 @ 3.15 * 199.75 309.71 * 

2 1 Pond~cherry - - 1.94 1.68 * 

@ . Data relates to 1989-90 

* : Dara relates to 1994-95. 
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APPENDIX-I 

IMPORTANT EXPORT CONTROLlPROMOTION ANNOUNCEMENTS 
(APRIL 1995 - MARCH 1996) 

Sr. No. Itemls Month 

I .  Export of peacock 
tail feathers 
including handicrafts 
items and articles 
made thereof 

June 1995 It was decided to allow export of peacock tail feathers and handicraftslarticles 
made thereof within a limited ceiling of 20 lakh pieces during 1995-96. For the 
purpose of licensing, the entire ceiling of 20 lakh pieces w a  distributed among 
Jt.DGFTs at Mumbai (7.5 lakh pieces). Chennai (4.0 lakh pieces), Calcutta (1.0 
lakh pieces) and CLA, New Delhi (7.5 lakh pieces). 

2. Export of manufactured 
articles1Shavings of 
Shed Antlers of Sambhar 
and Chital 

July 1995 It was decided to allow export of manufactured articleslshavings of Shed Antlers 
of Sambhar and Chltal within the ceiling of 120 MT of manufactured articles and 
180 MT of Shavings, allocated to the regional offices at Mumbai, Chennai, Calcutta 
and CLA, New Delhi. 

July 1995 Export of grain and 
flour of barley, maize, 
bajra, mgi and jowar 
(excluding hybrid jowar 
grown as khurif crop) 

The ceiling of 30,000 MT for export of grain and flour of barley, maize, bajra, 
ragi and jowar (excluding Hybrid jowar grown as khrrrjf crop) was released during 
the licensing year  1995-96 and placed at the djsposal of APEDA. They were 
authorised to allocate the ceiling as per the procedure to be spec~fied by them. 
Minimum Export Price (MEP) condition was removed for the aforesaid items. 
Neither registration of contracts nor any export was to be allowed by APEDA or 
customs authorities after 31st March 1996. 

4. Re-exports to erstwhile 
RPA countries to count 
for granting Special 
Import Licences to 
Export Houses etc. 

August 1995 Ministry of Commerce amended the certificate of Chartered Accountant In 
Appendix XIV of the Handbook of Procedures (vol. 1) for the purpose of granting 
Special Ilnport Licences to export houses, trading houses, star trading houses 
By this amendment, the exports in rupees to the erstwhile RPA countries also 
were to be counted for the grant of Special Import Licence. 

5. Export of goods manu- 
factured by 100 per cent 
EOUsEPZ unit to Nepal 
in lndian Currency - 
duty applicable 

August 1995 It was clarified that the export of excisable goods to Nepal and Bhutan under 
bond were exempted from payment of excise duty subject to certain conditions 
only; one of the conditions being the payment for the exports is received in freely 
convertible currency and not in lndian currency. 

6. Fresh concessions to 
increase gem and 
jewellery exports 

August 1995 With a view to givlng further fillip to export of gems and jewellery in general and 
export of studded jewellery in particular, duty free import of cut and polished 
gemstones upto 10 per cent of gem, replenishment licence was allowed. 

7.  Revised quality 
assurance system for 
fishery exports 

August 1995 In order to ensure that fishery products consummate stringent regulat~ons laid 
down by the developed and health conscious markets of US, EC and Japan and 
these markets continue to buy more of Indian fishery products, it was decided to 
set up the new Quality Assurance and Monitoring System. It was also decided to 
set apan 20-25 per cent of the fees collected by EIAs for this monitoring as a 
Revolving Quality Upgradation Fund. 

8. Release of export September 1995 
ceiling for branded 
dairy products 

For promoting the export of traded dairy products, it was decided to release a 
ceiling of 10.000 MT of powdered milk (skimmed or full cream) whole or infant 
milk food and 1,000 MT of pure milk ghee and butter and place it at the disposal 
of APEDA for disbursement. The ceiling for these dairy products was announced 
taking into account the utilisation of the quota released last year and the domestic 
availability during the current year. 

9. Export of cashew to Russia September 1995 
under Escrow AccountRupee- 
debt repayment mechanism 

It was decided to allow export of cashew to Russia under Escrow/Rupee-debt 
repayment mechanism subject to registration of contracts with Cashew Export 
Promotion Council and quantitativelvalue ceiling notified by DGFT. 

10. Export of cashew to Russia September 1995 
under Escrow Account/ 
Rupee-debt repayment mechanism 

It was decided to release a quantitative ceiling of 6,000 MT or upto the value of 
Rs 100 crores of cashew for the export to Russia under the Escrow Account/ 
Rupee-debt repayment mechanism during the year 1995-96. As soon as the ceiling 
exhausted the fact was to be reported to Ministry of Commerce FT(EE) and EP 
(Agri.) Divisions. 
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APPENDIX-I (Concld.) 

Sr No. Itemls Month Derails 

I I .  Air freight subsldy 
scheme for export 
of horticultural items 

12. Specified forms of 
sandalwood 

13. Export of cotton 
waste 

14. Export of poultry 
products 

15. Asian Clearing Union 
Revised Procedures 

16. Export policy for 1996-98 
in respect of garments and 
knitwear to countries 
covered by regulatory controls 

17. Export of maize 
through STC to Singapore 

18. Scheme for supply of gold1 
silver, goldlsilver Interme- 
diates etc, by MMTC to the 
unlts set up under 1005 EOU 
Scheme and EPZ units. 

September 1995 A scheme for providing Air Freight Subsidy for export of perishable horticulture 
products in the country was announced. Under this scheme subsidy will he provided 
by APEDA lor expon of a number of fruits, floriculture products and high value 
vegetables. It IS expected that the scheme will greatly help in enhancing exports 
of these products. For exports to nearby destinations 11ke West Asia. South-East 
Asia and CIS countries, the rate of subsidy will be 25 per cent of the prescribed 
IATA rate subject to a ceiling of Rs 6 per kg. The ceiling will be Rs 10 per kg for 
other markets like Europe, North Amenca and Far-East. Government has announced 
that the Scherne would be applicable for export from 1st September, 1995 to 31st 
March 1996, only. The operation of the Scheme will be reviewed early next year 
and its further continuation would be considered thereafter. 

December 1995 The export of finished and polished handicrafts products of sandalwood and 
machine finished hand~crafts products will continue to be freely allowcd against 
licence issued by DGFT. These licences will be issued in 1995-96 and export 
should be cornpleted by 3 1.3.1996. 

January 1996 It was decided by the Government of India to allow the export of the follow~ng 
varieties of cotton waste. in the quantities mentioned against each of them, for 
the shipment uptil 3 1.12.1996 : 
I .  combers waste 75.000 bales (of 170 kg each) 
2. unwillow droppings 5.000 bales 
3. hard waste 5,000 bales 

January 1996 

January 1996 

The customs should not insist for the counter signature of Quarantine officer 
on the Health Certificate issued by various designated agencies i.e. Directorate of 
Marketing and Inspection, Export Inspection Agency or the Animal Husbandry 
Department of thc concerned state. 

With a view to remove inconsistencies in treatment (such as ineligibility for credit 
facilities available under PCFC and PSCFC Schemes) and to remove the hardships 
faced by the trade, the Reserve Bank of India (RBI) has decided to switch over to a 
dollar dominated trade among the ACU countries with effect from 1st January. 1996. 

February 1996 Government have announced the policy for exports during the period 1996-98 in 
respect of garments and knitwear to countries where such exports are covered by 
restraints under the provisions of thc Agreement on Textiles and Clothing 

February 1996 It was decided to enhance the existing ceiling of 30,000 MT for export of grain 
and flour of Barley. Maize. Ragi,and Jowar (excluding hybrid jowar as khrrl-if 
crop) during [he licens~ng year 1995-96 by an additional quantity of 3,000 MT 
Maize only and placed ~t at the disposal of APEDA who were authorised to issue 
RCAC for the same lo STC for export of M a ~ z e  to Singapore. 

March 1996 It was decided that gold issued on loan basis to the approved units was to he 
repaid by purchasing the equivalent quantity by the approved units within 60  
days from the date of Issue of gold on loan. One extension of 30 days was allowed 
on payment of penalty of 5 per cent of the total price of gold on the sale price of 
MMTC as on date of purchase. 

March 1996 I9 Drawback rates for The Department of Revenue has rev~ved the All Industry rate of drawback ~n 

handloom terry respect of export goods i.e, terry towelling cloth and terry rowels, when dyed, 
towellins restored and was decided to restore the same on only handloom terry towelling cloth and 

terry towels, when dyed, at the rare of 3 percent f.o.h, value and 1 percent of thc 
f.0.b. value respectively with effect from 16.6.1995. 
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IMPORTANT ANNOUNCEMENTS WITH REGARD TO IMPORT CONTROL POLICY 
(APRIL 1995 - MARCH 1996) 

Sr. No. Iternfs Month Description 

I Newsprint April 1995 The item 'Newsprint' has been deleted from negative list of imports. Import of all 
types of newsprint including glazed newsprint shall become freely importable by 
all persons. 

2 Import of Cars April 1995 Export HousesRrading Houses/Star Trading Houses and Super Star Trading Houses 
may import cars according to their entitlement once every five years. Such cars 
may be disposed of at the end of five years from the date of import. 

3 Second-Hand 
Capital Goods 

April 1995 lmport of "Second-hand Capital Goods" for value exceeding rupees one crore will 
require certification from one of the notified international agencies certifying the 
residual life of the capital goods and the reasonableness of the price. 

4 Coastal Ships 
and Trawlers 

April 1995 

April 1995 

No licence will be required for import of coastal ships and trawlers 

5 Duty Exemption 
Scheme ' 

A duty-free licence holder (quantity-based or value-based) may now have the name 
of a co-manufacturer added to the licence. lmports may be made by either co- 
licencee and the obligation shall be joint and several. 

6 Cinematograph 
Feature Films 
and Video Films 

April 1995 lmport of "Cinematograph feature films and video films" can be made upto 31st 
March 1996. 

7 Amendment to 
facilitate 
lmports 

April 1995 All second-hand capital goods having a minimum residual life of five years can 
be imported by actual users without a licence, subject to actual user condition. 

May 1995 8 Second-hand 
Machinery 

In case of import of second-hand machinery, the export obligation will be 
determined with reference to the price of the second-hand machinery and not 
with reference to the price of the new machine. 

9 Gift Items May 1995 No Customs Clearance permit will be necessary for import of gift items which do 
not appear in the negative list of imports. The importer will be required to produce 
only the donor's letter in original and a proforma invoice. 

10 Spares of Motor 
Vechicles etc. 

May 1995 

May 1995 

June 1995 

The import of spares for motor vehicles, tractors & earth-moving machinery 
becomes freely importable without any restriction. 

I I Special Import 
Licences 

Policy for grant of special import licences to Export Houses. Star Trading Houses. 
and Super Star Trading Houses hasbeen liberalised. 

12 Machinery 
lmport under 
EPCG Licences 

The imports of machinery at 15 per cent customs duty shall execute a legal 
undertaking with the licencing authority under para 45 of lmport Policy in addition 
to a bond. 

June 1995 13 Import of 
Capital goods 
at Zero Rate 
of Duty 

lmports of capital goods at zero rate of duty covers import of components required 
for assembly or manufacturing of capital goods by the importer and import of 
spare pans required for maintenance of the capital goods so imported. assembled 
or manufactured. 

August 1995 14 Goods for 
Ordnance 
Factories 

Exemption from customs or additional duty is given to machinery, instruments, 
tools including accessories of such machinery, instruments and tools required for 
setting up of indigenous manufacturing facilities in the ordnance factories for the 
manufacture of armaments of Infantry Combat Vehicle (ICV) FMP-I project of 
the Ministry of Defence when imported into India by the Ordnance Factory Board. 
Calcutta. 

15 Newsprint August 1995 Newsprint which is already freely importable will be fully exempt from customs 
duty irrespective of its end-use. 
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APPENDIX-I1 (Concld.) 

Sr. No. Iternls Month Description 

I6 Import from 
the SAARC 
countries 

17 Imports from 
Nepal 

18 Paper 

December 1995 Customs duty concession IS allowed on imports of specific commodities from 
the SAARC countries. In respect of some commodities the concessional rate of 
duty is appl~cable for imports from all members of the SAARC countries, while 
in the case of some comlnodities, the concession in custom duty is valid only for 
imports from least developed countries referred i l l  the agreement on the SAARC, 
namely, Bangladesh, Bhutan, Maldives & Nepal. 

January 1996 Prohibition is imposed on the import from Nepal into lndia of goods which have 
been exported to Nepal from countries other than India. However, this prohibition 
will not apply to machinery and equipment used in Nepal for the execution of a 
project to be imported into India, from Nepal, after completion of the project 
subject to certain conditions. 

January 1996 Duty concession at 20 per cent ad valorem is allowed on imports of paper 
impregnated or coated with diagnostic or laboratory regents of specified description. 
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